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Editorial Comment 


PRINCIPAL PROVISIONS OF THE BANKING 
ACT OF 1935 


ROM the forty-four pages of the Banking Act of 
1935 are extracted some of the main provisions of 
that measure. 

Title I relates to Federal Deposit Insurance. It clari- 
fies the existing law on that subject, and makes some 
important extensions of deposit insurance. 

All member banks are automatically insured banks, and 
are to contribute to the insurance fund in the form of an 
assessment, at the rate of one-twelfth of one per cent. per 
annum, the assessment to be made semi-annually, and to 
be based on the average deposits for six months. The amount 
of deposits insured is limited to $5000. Provision is made 
in the new law for voluntary and involuntary termination 
of the insurance, but this provision applies only to non- 
member banks. 

Probably the most important provision of the entire 
act is the following: 

“No state bank which during the calendar year 1941 
or any succeeding calendar year shall have average de- 
posits of $1,000,000 or more shall be an insured bank or 
continue to have any part of its deposits insured after 
July 1 of the year following any such calendar year during 
which it shall have had such amount of average deposits, 
unless such bank shall be a member of the Federal Reserve 
System.” Morris Plan banks, savings banks and similar 
institutions, state trust companies doing no commercial 
business, and banks located in Hawaii, Alaska, Puerto Rico 
and the Virgin Islands, are not included in the term “‘state 
bank” for the purposes of this paragraph. 

The purpose of this section is thus described in the act: 

“It is not the purpose of this section to discriminate, in 
any manner, against state non-member banks, and in favor of 
national or member banks; but the purpose is to provide 
all banks with the same opportunity to obtain and enjoy 
the benefits of this section. No bank shall be discriminated 
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against because its capital stock is less than the amount 
required for eligibility for admission into the Federal 
Reserve System.” 

This means that banks with deposits of $1,000,000 or 
more, if they are to have their deposits insured, must 
become members of the Federal Reserve System. Also, 
that banks whose capital is insufficient to entitle them to 
membership in the Federal Reserve may nevertheless be- 
come insured banks. Banks having the amount of deposits 
indicated are thus forced into the Reserve System, if they 
wish to participate in deposit insurance. Such banks, as 
well as those having less than this amount of deposits, may 
elect to remain without deposit insurance. Since such 
banks represent, in the main, those institutions most likely 
to need protection of this character, they may find it difficult 
to survive in competition with the insured banks. 

Title II of the Act, about which the greatest controversy 
occurred, changes the name of the Federal Reserve Board 
to the Board of Governors of the Federal Reserve System, 
and the titles of Governor and Vice-Governor are changed 
to Chairman and Vice-Chairman. The Secretary of the 
Treasury and the Comptroller of the Currency are to 
serve as members of the Board until February 1, 1936. 

The open market committee is to be composed of the 
seven members of the Board of Governors and five repre- 
sentatives of the Federal Reserve banks, the latter chosen 
from the several regions in which the Reserve banks are 
located. This committee has power to fix the regulations 
to be observed by the Federal Reserve banks in their open 
market operations, and no bank shall engage or decline to 
engage in such operations according to the rules thus laid 
down. 

The Board of Governors may raise the existing reserve 
requirements by double the pre-existing reserves, but may 
not lower them beyond the point heretofore prescribed. 

Real estate loans by national banks are authorized, the 
amount of such loan not to exceed 50 per cent. of the 
appraised value, the term of the loan not to exceed five 
years. But such loan may be made to the extent of 60 per 
cent. of the appraised value of the property for a term not 
longer than ten years if the loan is secured by an amortized 
mortgage providing for payment sufficient to make a 40 per 
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cent. reduction of the principal of the loan within a period 
of not more than ten years. 

Title III contains numerous technical amendments of 
the banking laws, among which is the following relating 
to reserves. 

“In estimating the reserve balances required by this 
act, member banks may deduct from the amount of their 
gross demand deposits the amounts of balances due from 
other banks (except Federal Reserve banks and foreign 
banks) and cash items in process of collection payable 
immediately upon presentation in the United States, within 
the meaning of these terms as defined by the Board of 
Governors of the Federal Reserve System.” 

Member banks may not pay time deposits before matu- 
rity, except on such conditions and in accordance with 
regulations prescribed by the Board of Governors. 


A BREATHING SPELL FOR BANKS 


OW that a breathing spell has been vouchsafed to 
| \ business in general, it may be hoped that the banks 

are included in this measure of relief. For they 
need it very much. 

Prior to the enactment of the Federal Reserve Act, 
there had been little banking legislation, especially of 
general character, for a long period. Since the enactment 
of that measure there has been a veritable flood of new 
banking laws. Strangely enough, it would seem, while the 
Federal Reserve Act was hailed as being almost of divine 
origin and scarcely to be criticized without incurring the 
charge of sacrilege, it has been subject to numerous amend- 
ments, and its operations have coincided with the most 
disastrous period in American banking history. This, of 
course, is far from attributing the disaster to the Federal 
Reserve Act. Not only has the Reserve Act as originally 
passed been subjected to frequent and vital amendments, 
but a new crop of banking laws has sprung up since 1913. 
There was the McFadden law, the Act of 1933, and finally 
the Act.of 19385. 

It is not the purpose to review these various measures, 
all designed to add to banking safety and efficiency, but 
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merely to point out what a job the banker has before him 
in undertaking to keep track of all these measures, and 
how much he stands in need of a breathing spell before 
being subjected to additional legislative regulation of his 
operations. How urgent is the need for such relief will 
readily appear by referring to the Banking Act of 1935. 
On page after page will be found statements quite as 
illuminating as the following sample: “Subsection (e) of 
section 13 b of the Federal Reserve Act, as amended, is 
amended,” etc.; “Section 5144 of the Revised Statutes, as 
amended, is further amended by adding at the end of 
subsection (c) thereof the following: ‘and the provisions of 
this subsection, instead of subsection (b) shall apply,” ete. 

Although much of this banking legislation is of doubt- 
ful wisdom, no plea is here entered in abatement of it. 
All that is asked is to give the banker as well as those 
engaged in other lines of business the coveted breathing 
spell, so that he may at least find time to read and attempt 
to understand the numerous and compiex measures now on 
the statute books telling him how to run his bank. 


MOUNTING PUBLIC INDEBTEDNESS 


OMMENTING on the growing indebtedness of the 

Federal Government, states and municipalities, the 

New England Letter of the First National Bank of 
Boston says: 


Sources of taxable revenue are not unlimited and it is only from 
taxation that the billions we are now spending can be ever repaid. 
The Government cannot create wealth or income. It can only collect 
and distribute income that has been produced by private enterprise. 

Federal expenditures for the three fiscal years, 1934-5-6, would 
almost defray all the expenses of this Republic for the first one hundred 
and twenty-five years of its existence. 

If state and local government expenditures are added to those 
of the Federal Government the total is staggering. The aggregate 
estimate for 1934 was $15,500,000,000. Only $9,500,000,000 was 
collected in taxes so that outlay exceeded income by nearly 40 per cent. 
The gap has been bridged by borrowing and at the end of this fiscal 
year the total public debt will exceed $50,000,000,000. Reducing the 
national balance sheet to a simple arithmetical basis we find that the 
per family income in 1934 was $1587, total public debt $1663, 
-governmental costs $517 and taxes collected $317. For the past year 
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governmental cost represented 33 per cent. of the average family 
budget and taxes collected were 20 per cent. Our taxes in relation to 
income in 1934 were nearly as high as in Great Britain but Great 
Britain's budget is balanced and the national debt is only 2.6 per cent. 
above 1929 while the national debt of this country at the end of this 
fiscal year will be 80 per cent. above the 1929 figure. 

No nation can long go on with its budget scale so badly out of 
balance without inviting repudiation or inflation with its disastrous 
consequences. The cheering thought is this. In good times from 
thirty-five to forty billion dollars are annually spent on durable goods 
and these industries provide direct employment for approximately ten 
million workers. The bulk of the unemployment is now in these heavy 
industries. Because of the prolonged depression there is a tremendous 
potential demand for durable goods. These industries can and _ will 
be stimulated into activity when the uncertainty caused by the strain 
on the Federal credit and the threat to our monetary standard is 
removed. Sincere and vigorous efforts to work toward a balanced 
budget and to have done with experimenting will remove this un- 
certainty and set in motion the only wheels that can produce real 
recovery. 


The reliance on more prosperous times to pull one out 
of debt is something which individuals often find disappoint- 


ing, though in the case of the Federal Government the 
‘ase may be different, since a return of prosperity means 
additional revenue. But the required taxes may be so 
heavy that the added income will be insufficient to meet 
debt service. 

The orthodox prescription for economy and a balanced 
budget is to stop spending so much—a prescription not 
easy to apply in these times. 


THE OUTLOOK FOR BANKING PROFITS 


L'THOUGH the word “profit” has fallen into a con- 
siderable degree of disrepute, both bankers and indus- 
trialists are puzzled to know how they are to carry 

on in the absence of net earnings above the cost of opera- 
tions. ‘To attract capital, whether for banking or industry, 
it is essential that dividends or interest be offered as an 
incentive to investment. Plainly enough, should the profits 
of banking be reduced to a very low point, or disappear 
altogether, banking would suffer a serious and perhaps 
fatal decline. In the latter eventuality, if banking should 
continue, it would have to depend for capital upon funds 
supplied by the Government, and obtained through taxa- 
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tion or by borrowing, and borrowing means, in this instance, 
taxation in the end. As a matter of fact, the Government 
of the United States, through the Reconstruction Finance 
Corporation, is already a heavy investor in the capital of 
the banks of the United States, but the idea of profit was 
not excluded from such investment. On the contrary, the 
Government seeks to assure its profit by confining its 
investments to preferred stock only, the common share- 
holder to receive the remaining profit, if any is left after 
the Government takes its share. 

Under these circumstances, the Government is estopped 
from challenging the profit motive as at least one proper 
element in the conduct of the banking business. Incidental 
to this motive, as is the case with all legitimate trade and 
industry, there is the desire to be of service to the com- 
munity. 

But all this is more or less irrelevant, for the question 
that confronts the banks is of a more practical character. 
It is this: What are the prospects of reasonable profits, 
or of any profit at all, in the near future? Light on this 


question is thrown by the experience of the banks for the 
last year for which complete statistics are available. 
Edward H. Collins, Associate Financial Editor of the 
New York Herald-Tribune, presents the following facts 
in a recent issue of that newspaper: 


There are no really comprehensive figures available yet on bank 
earnings for any considerable part of 1935. The latest and best figures 
we have are those covering 1934, and they are to be found in the annual 
report of the Federal Deposit Insurance Corporation, which was made 
public August 19. This report, which covers the operations of 14,124 
commercial banks, shows that in the last calendar year these institutions 
had gross earnings from operations of $1,510,000,000 and operating 
expenses of $1,065,000,000 leaving net earnings from operations at 
$445 ,000,000. 

This is not, on its face, a poor showing. It represents a return of 
$1.25 for each $100 of deposits and $7.27 for each $100 in capital 
funds. Furthermore, these operating earnings were incremented by 
non-operating profit in the form of recoveries on assets that had been 
written off and by profits made by the banks through sale of securities. 
The total of such income was $290,000,000 making the aggregate in- 
come of the banks, operating and non-operating, $735,000,000. 

Unfortunately, however, that does not complete the story. For 
against the $290,000,000 realized in non-operating profits, the banks 
found it necessary to take losses of no less than $1,130,000,000 in the 
form of charge-offs and on their investments. This left, instead of a 
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profit, a deficit of $395,000,000 before payment of dividends and inter- 
est (on R. F. C. debentures). After such payments, which amounted 
to $175,000,000, the apparent loss to capital account was $570,000,000. 

That loss does not show up in the capital account, but that is for 
the very good reason that $650,000,000 in new money was contributed 
to that account during 1934. This does not alter the fact, of course, 
that the $570,000,000 was the margin by which the banks fell short of 
meeting their full dividend and interest payments during the year. 


There are several factors at present militating against 
the earning of a fair rate of profit to the banks. ‘The prin- 
cipal one is the lack of sufficient demand for acceptable 
loans. Another is the low rate to be had on investments. 
Government securities are available, but at rates of return 
low on those of long term and scarcely more than nominal 
on those of short maturity. On bonds other than those of 
the Government, suitable for bank portfolios, the yield is 
very low at existing prices. Stock exchange loans are 
being made, also, at a nominal rate. Active competition 
with the banks in making loans comes from the various 
instrumentalities created by the Government. While these 
are generally declared to be of a temporary and emergency 
character, their persistence for a long time is by no means 
an impossibility. 'These are some of the main obstacles to 
an early resumption of reasonable profits from banking 
operations. Fortunately, there are some countervailing 
factors. 

Business recovery, which is now taking place, must in 
time bring a greater demand for desirable loans. If the pro- 
nouncements recently made looking to an early balancing 
of the budget are translated into action, the Government 
will be less frequently in the market with its securities. 
Under the new banking law, the banks may find a large 
outlet for their funds in real estate loans, and at better 
rates than may be obtained from other types of investment. 
This may contribute to greater immediate profit, but unless 
due care is exercised in making such loans, the result, in 
the long run, may be found unsatisfactory. 

Recent reductions in the dividend rates of some of the 
banks, followed by a sharp decline in market value for their 
shares, show the practical character of this problem. The 
surest hope of a reasonable profit to the banks lies in the 


expectation of a steady and sound recovery in production 
and trade. 
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JUSTIFYING SERVICE CHARGES 


HAT service charges on small accounts are not trou- 

bling American banks only, may be inferred from an 

article in The Economist of London. After treating 
of the various aspects of the subject, especially from the 
standpoint of the banks, the article says: 


So far as the depositor is concerned the result of an adjustment of 
charges would be to levy what is due for actual services after allowing 
for the extent to which they can be shown to be covered by the return 
to the bank upon the balance held by him. If he wishes to reduce the 
charges made on his account or to avoid them altogether, logically he 
has only two remedies. He may either curtail the services he requires, 
or he may increase his free balance to a point which will cover the 
cost of his service. 

Various costing methods have been suggested, which are both 
practicable to operate and would be readily intelligible to the average 
customer. But the custody of the great bulk of the cash funds of the 
nation has come to be looked upon as an essential public service, and 
it is questionable whether charging upon a cost basis is any more 
appropriate to the joint-stock banks than it would be to, say, the 
Post Office. It is arguable that the encouragement of the small depositor 
by charging him less than it costs the bank to keep his account is the 
right policy and likely to be beneficial in the long run both to the 
banks and to the country at large. 

Moreover, it does not need a very vivid imagination to forecast 
the outcry that would ensue if an attempt were made to raise charges, 
be the method of assessment never so equitable. The trouble is that 
the man in the street looks at the numerous and palatial offices of the 
banks and deems them extravagant; he observes the comparative inflexi- 
bility of the rates charged for advances, and thinks them unsympathetic; 
he reads of their substantial dividends and complains of their rapacity. 
The question of bank charges may be an economic one, but it has very 
important political repercussions, and it is certainly not to be decided 
by unilateral action on the part of the banks. 

If the banks find that their earning power is seriously prejudiced, 
they will have to convince the public to that effect. They will have 
to show that their expenses are cut to the bone, and that they have no 
redundant branches. They will have to show good reason why their 
profits and their dividends should not be reduced in a period of depres- 
sion. For better or for worse, the banks are looked upon as being 
in a position of high privilege. They will not be able to increase their 
charges without incurring violent resentment until they can satisfy the 
public that their power to render services is definitely imperilled. 


Tlie very simple remedy, of having the depositor either 
curtail the free services he receives or increase his balance 
to an amount sufficient to compensate the bank for the 
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service rendered, is one commending itself to the banks, but 
the depositor often seems reluctant to act in accordance 
with this formula. 

In this country, at least, the banks are not called on 
to show “why their profits and their dividends should not 
be reduced in a period of depression.” As shown elsewhere 
in these pages, profits of the banks have not merely been 
reduced, they have disappeared altogether. 

Both the leading American banks and those in the 
principal cities of Great Britain are well housed, justifying 
expenditures on this score on the ground that they assure 
greater convenience, safety and efficiency. No doubt the 
banks are not oblivious to the advantages accruing from an 
air of prosperity which a fine building betokens. But, in 
this case, such evidences of affluance seem to make the 
depositor think the bank rich enough without imposing 
service charges. 


LENDING POLICIES OF THE BANKS 


HETHER or not banks, are indifferent to the 

opportunities of making good loans which the 

present situation is thought by some to offer, con- 
tinues to be a subject of discussion. On the face of: the 
matter, one would conclude that a bank with available 
funds would be eager to accept all applications for sound 
loans, since such loans afford a large and dependable source 
of banking profit. 

When asked why private capital was unavailable for 
loans being made by the Reconstruction Finance Corpora- 
tion, Jesse H. Jones, chairman of that organization, is 
quoted as saying: ““We wonder why ourselves. Banks do 
not seem to want to make industrial loans at this time.” 
Such lack of willingness of the banks to lend as may exist 
was thus explained by M. S. Szymezak, a member of the 
Board of Governors of the Federal Reserve System, in a 
recent radio address: 

An outstanding fact about the present business situation is that 
the banks of the country have an abundance of money to lend. There 
are two main reasons why this money is not being used by borrowers. 
The first and most important probably is that responsible business 


men do not want to borrow unless they are confident that they can 
make a profitable use of the funds. 
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The second is that bankers do not want to lend unless they too 
are confident that the borrowers can make a profitable use of the funds. 


Very likely, this constitutes the best explanation of the 
matter that can be had. Neither the banks nor the potential 
borrowers can see sufficient opportunities of profit for the 
borrowed funds. Why this condition exists is of major 
importance. The long depression, the many new and 
doubtful legislative experiments, must be held chiefly re- 
sponsible. But the depression seems to be on its way out, 
and business, we are assured, is to have a breathing spell. 
So, before long, it may be expected that the banks will 
overcome whatever reluctance they may have heretofore 
shown in making good loans. 

That it is desirable that much of the lending now being 
done by governmental agencies should be taken over by 
other agencies, was the opinion expressed by R. S. Hecht 
in a recent address. He said: 


There are more than a dozen Government lending agencies which 
have assets of about 10 billions of dollars. Many were necessary to 
bring about safe adjustment of the nation’s financial and banking 
structure, shattered by the forces of the depression. Still, we seriously 
question whether it is desirable that so large a part of our credit activi- 
ties should remain permanently under the control of these Government 
agencies instead of being gradually taken over by the private instru- 
mentalities which, under the changed conditions, should now be able 
to carry on their proper part in the nation’s economic life. 


So much talk about the refusal of banks to lend may 
lead many would-be borrowers to feel that there is no use 
to apply for loans. On this point the Monthly Letter of 
the Canadian Bank of Commerce for September has the 
following: 


Bankers have made mistakes, but we doubt if they have been so 
foolish as to view the fall in commercial loans with any degree of 
satisfaction, or even complacency. Recently they may have been 
encouraged to believe that a turn had come in the cycle of bank com- 
mercial credit, for the seasonal expansion in the first part of 1935, 
extending from February to June, was the most prolonged in any year 
of the past decade except 1927 and 1928. But we have been dis- 
appointed to learn that this upturn was not as great as might have 
been possible if repeated, and erroneous, statements to the effect that 
the banks refused to lend money, or exacted onerous borrowing con- 
ditions, had not convinced many credit-worthy people that it was 
useless to apply for loans. This being the case, such statements can 
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only be considered as serving to depress business and thereby to keep 
the supply of money available to the public from rising beyond its 
present height. The authors of these statements, then, do their 
countrymen a great disservice. 


When all is said, it must be plain that conditions far 
beyond the control of the banks have operated to restrict 
their lending policies and that as these conditions change 
whatever justification there has been against the banks on 
this score will disappear. 


DEPOSIT INSURANCE TO BE SUBJECTED TO 
COURT TEST 
UIT has been filed by a stockholder of the Manufac- 
S turers Trust Company of New York to test the valid- 

ity of the law relating to the insurance of bank 
deposits in that institution. The suit was brought by 
Miss Frances L. Garfunkel, a shareholder, and is based 
chiefly upon these grounds: 

That Title I of the Banking Act infringes on the rights 
reserved to the states; that it violates the provision that all 
duties, imposts and excises shall be uniform throughout the 
United States; that it takes property of the bank and its 
stockholders without due process of law, in order to afford 
a guarantee fund for a limited class of depositors in all 
banks throughout the United States; that the assessment is 
made a charge on the bank, rather than upon its depositor 
beneficiaries; that the assessment is not solely for the benefit 
of the depositors of the bank taxed; and that all deposits 
are assessed while only those under $5000 are protected. 

The plaintiff asks for both temporary and permanent 
injunctions against the Manufacturers Trust Company, re- 
straining it from paying the assessments due November 15. 

In order that the position of the Manufacturers Trust 
Company in this matter be not misunderstood, it will be 
necessary to quote the statement made by its president, 
Harvey D. Gibson: 


The Federal Deposit Insurance Corporation is a feature of the 
National Banking Act of 1935, designed to protect depositors by 
Federal insurance. It was sponsored by the United States Government 
in the interests of depositors rather than of banks. Much discussion 
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has been had respecting deposit insurance, and the matter was finally 
settled by Congress and approved by the President, thereby becoming 
compulsory for every member of the Federal Reserve System. Regard- 
less of what any member bank might have thought as to the necessity 
for this type of insurance, there was no option for a member bank but 
to comply with the law or to place itself in the position of litigating 
its legality. 

The Garfunkel suit just instituted involves no possible reflection 
upon the management of Manufacturers Trust Company, but merely 
attacks the constitutionality of this peremptory requirement of the law. 
Manufacturers Trust Company is quite willing to have this question 
of legality authoritatively decided, but meanwhile it will scrupulously 
comply with the law in respect to deposit insurance as well as in all 
other respects. The Garfunkel complaint is in the hands of our 
attorneys, where it will receive prompt attention. 


Whether the contentions of the plaintiff in this case will 
be upheld or not, is a matter for the final adjudication of 
the courts, and no opinion is here expressed as to the nature 
of that decision. But there is, clearly, an ethical principle 
involved. The big banks, most of which are not in need of 
the protection to their depositors afforded by the insurance 


law, are paying the cost for the insurance needed by at 
least a considerable number of the smaller banks, among 
which class the banking mortality has been greatest. More 
than this, the deposits are all assessed in the large banks, 
while protection is afforded each depositor in the amount 
of $5000 only. Thus, while all deposits are assessed, only a 
portion is actually protected by insurance. 





Toward a Unified Banking System 


There Are Many Technical Difficulties in Bringing Even the Large 
State Insured Banks Within the Federal Reserve System 


By U. V. 


HE ideal of including all banks 
within the Federal Reserve Sys 


tem, thus bringing about unity of 
standards with the coefficient of strength 
and control, seems continually to en’ 
counter political and also technical dif- 
ficulties. The political difficulties are 
incident to state banking and variations 
of standards are largely discounted, if 
annoyingly understood. The technical 
dificulties, however, appear to be even 
more disturbing to those who would 
have a unified American banking 
system. : 

Discussions on the Banking Act of 
1935 have but touched the high points 
incident to legal requirements designed 
to bring even the large banks into the 
Federal Reserve System. It is a matter 
of record that early acceptance by the 
present Administration of the principle 
of deposit insurance was coupled with 
the expectation that all insured banks 
would ultimately be required to join 
the Federal Reserve System. Recent 
history on the failure to bring this about 
is too well known to be repeated here. 

When the Banking Act of 1935 was 
introduced, it again carried the require- 
ment of membership in the System for 
insured banks, allowing the Federal Re- 
serve Board to rule on the technical 
qualifications of the capital set-up of all 
banks. The Federal Reserve Act is 
very strict as to the technical require- 
ments. The recent rebuilding of the 
nation’s banking structure has added 
new problems which has made the ac- 
ceptance of applying banks more difh- 
cult in the light of present law. 

The House deleted the requirement 
that insured banks must join the Sys 
tem at any time. The Senate, seeking 
to maintain the principle -involved, re- 


WILCOX 


quired that all insured banks of $1,000,- 
000 or more of deposits shall be required 
to join the Federal Reserve System. At 
the same time the Senate denied to the 
Federal Reserve Board the requested 
privilege of waiving the requirements 
of the Federal Reserve Act on capital 
requirements for applying banks. At 
first, this was believed to be a happy 
solution which would not bring serious 
objections by the proponents of the 





The Banking Act of 1935 aims 
eventually to force all state banks 
with deposits of over $1,000,000 
into the Federal Reserve System if 
they wish to have their deposits in- 
sured. But many banks in this 
category will fail to qualify by 
reason of technical capital impair: 
ment according to the author of this 
article who is a Washington news- 
paper correspondent specializing in 
banking legislation. 





state banking systems. The theory was 
expressed in Senate hearings and in 
Senate debate on the bill that banks of 
that size could well afford to join, since 
they were not dependent upon exchange 
and other collections prohibited by the 
Federal Reserve and would obtain ad- 
vantages sufficient to justify their mem- 
bership. 

Objections, however, were made 
known by Senators representing the 
states of North Carolina and Iowa and 
protests. were received from many other 
states. This was largely expected. 
However, it has been brought out in 
studies that many banks of the $1,000,- 
000 classification could. not join the 
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TABLE I 


Insured State Branch Banks Not Members of the Federal Reserve System Having Deposits of 
One Million Dollars or Over (December 31, 1934, Statements) and with Insufficient Capital 
to Qualify for Membership in the Federal Reserve System. (Amounts in thousands of dollars.) 


Number 


State of Banks 


California 


Kentucky 
Louisiana 
Maine 
Massachusetts 
Mississippi 
North Carolina 
Ohio 

South Carolina 
Tennessee 
Virginia 
Washington 
Wisconsin 


yom wry NON K Ye wwrIy 


Total 


Federal Reserve System, regardless of 
Congressional enactment due to their 
capital deficiency as laid down in the 
Federal Reserve Act. 

A survey of the banks of the several 
states, having deposits of $1,000,000 or 
more which has been made, shows that 
a total of 145 banks, with total deposits 
of over $250,000,000 could not be ad- 
mitted to the Federal Reserve System. 
These are insured banks, with the major 
portion of their deposits guaranteed safe 
by the Federal Deposit Insurance Cor- 
poration, passed upon by FDIC ex- 
aminers and state examiners. Tech- 
nically, however, their capital structure 
is “deficient” or is “impaired” accord- 
ing to the strict definitions and technical 
standards laid down in the Federal Re- 
serve Act. 

Federal banking officials have been 
aware of this situation for some time 
and this fact stimulated the request for 
the privilege of waiving the strict re- 
quirements of the Reserve Act so as to 
admit them, after which, it has been 
argued, the Federal banking depart- 
ments could aid in bringing about 
changes necessary to remove existing de- 
ficiencies. 

The Board of Governors of the Fed- 


eral Reserve System has noted from 


of Branches 


Number Capital 

Deficiency 
$685 
2,355 
5,540 
815 


Deposits 
4 $2,979 
10 10,789 
23 25,871 
5,449 
1,189 420 
11,439 300 
3,899 100 
2,547 800 
16,129 5422 
3,324 600 
1,678 260 
2,458 750 
4,759 875 
2,159 300 
3,883 940 


— 


_ 
Ae ude weoperne yp 


| 


$17,162 


$98,552 


e) 
~—I 


time to time that a considerable num- 
ber of large banks of the classification 
which the Senate would require to join 
the System have voluntarily sought 
admittance. Section 9 of the Federal 
Reserve Act (as at present constituted) 
declares that “no applying bank shall 
be admitted to membership . . . unless 
it possesses a paid-up unimpaired capital 
sufficient to entitle it to become a na- 
tional banking association in the place 
where it is situated.” 

Such is the ideal, as enunciated before 
the banking holiday and prior to a 
world depression. It has been noted by 
the Board of Governors that there 
are many strong banks today which, un- 
der the terms of their reorganization, 
are denied admittance. This is pri: 
marily due to the fact that banks used 
several devices to strengthen their capi: 
tal structure, nearly all such, included 
in some form, the inclusion of guar- 
antee funds by depositors. Under the 
law it is held that such methods of 
“strengthening” the banks’ capital struc- 
ture, have technically “impaired” capital 
structure, judging wholly by a strict in 
terpretation of the Federal Reserve Act. 

Whatever the solution may be, 
whether giving the Federal Reserve 
Board the right to waive such technical 
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TABLE II 
Insured Non-Member State Banks With Deposits of One Million Dollars or Over Showing Number 
Under Reserve Capital Requirements, as Well as Over Reserve Capital 
Requirements; Banks with Branches Not Included 
(Amounts in thousands of dollars) 


Under Federal Reserve Over F. R. Capital 
Capital Requirements Requirements Total Non-Member Banks 
Capital : 
No. of De- No. of No. of De- Capital 

State banks Deposits ficiency Banks Deposits Banks posits Deficiency 
Alabama $1,053 $75 5,49 § 5,547 $75 
Arizona ° 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada sft oo-08 
New Hampshire ... 256 
New Jersey 3 3,364 
New Mexico 
New York 5 era cere 
North Carolina .... 2 3,019 
North Dakota ~ 3 ioc 
Ohio 8,299 
Oklahoma 2 2,467 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 


50 
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,900 


5,887 
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Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 


— oe 
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ee 


,811 
2,638 
56,975 
5,546 


woe 

wo Ole bo 
won 
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Total 9é $156,86 886 $3,058,038 981 $3,214,899 $6,350 


interpretation of the Act, or the aban: cording to protests presented to the 
donment of the ideal of utilizing the Senate there will be the tendency to 
insurance fund to bring large state penalize bigness, and stop the growth of 
banks within the Federal Reserve Sys’ large banks within the classification 
tem, banking officials must ultimately affected. There will be many more 
determine. In that decision there may smaller banks and the majority will seek 
well be a revision of the hitherto ex. to keep just under the $1,000,000 de- 
pressed ideal of a bank with “adequate” posit limit. 
capital structure according to the stand- Gurney P. Hood, commissioner of 
ards of an earlier day. banks for the State of North Carolina 
Still another problem exists should (which state claims that it will be 
this demand prevail relative to the seriously affected), believes that the 
requirement that insured banks having passage of such a requirement will bring 
$1,000,000 or more in deposits shall about the following: 
join the Federal Reserve System. Ac: 1. Cause such banks to reduce their 





THE BANKERS MAGAZINE 


What Will 


Devaluation 
Mean to You e 


In a series of six THE 
AMERICAN INSTITUTE FOR ECONOMIC 


RESEARCH provides solutions for your 


articles, 


problems incidental to the devaluated 
dollar. The titles are: 


What Will Devaluation 
Mean to You? 


A more detailed explanation of the 
effects of devaluation. 


Adjusting Life Insurance 

Plans to a Smaller Dollar 
Ineluding information regarding the 
different companies which may save 
you more than $50 a year on a 
single $10,000 policy. 


How Protect the Buying 
Power of Present Savings 


Preventing the loss of your hard- 
earned dollars. 


What to Do with 

Future Savings? 
New conditions call for a revision 
of your plans. 


Protection Against a 

Rising Cost of Living 
By wise action you may save 10% 
to 50% on important budget items. 


Devaluation and 
Your Investments 


These articles, in booklet form, 

will be sent to any address in 

the United States, postpaid. 
Total charge, One Dollar. 


A 


Bankers Publishing Company 
465 Main Street 
CAMBRIDGE, MASS. 


deposits below the $1,000,000 figure by 
turning away a sufficient portion of their 
business and liquidating their loans and 
investments to that end. 


2. Cause such banks to harden their 


loan and investment policy and _ to 
liquidate a substantial portion of their 
assets (real-estate loans and other se’ 
curities regarded unfavorably by the 
Federal Reserve authorities) in order to 
meet the Board standards. 

3. Cause banks with branches to 
increase their capital where such capi 
tal is not now $500,000 or more. In 
such, if the deposits amount to $1,000, 
000, its capital must be at least $500, 
000 according to Federal standards in 
section 9 of the Reserve Act. 

It is further claimed that Federal Re- 
serve membership requirements will in- 
jure the real estate loaning practices ot 
state banks and will restrict state banks 
serving agricultural regions from ade: 
quately serving their customers, since 
they will be unable to make loans on 
the types of collateral common to such 
sections thus in turn hindering recovery 
or forcing more such business into the 
agencies of the Farm Credit Administra: 
tion. 

Whatever may be the decision legis- 
latively speaking, it appears that the 
ideal of a unified banking system, op- 
erated under definite standards, recog: 
nized as high, is as far or farther from 
realization as before the establishment 
of the Federal Deposit Insurance sys 
tem, which Senator Glass has publicly 
stated was the reason why the present 
Administration accepted the principle of 
deposit insurance. Carter Glass believes 
that “if we should abolish the enforced 
membership of state banks into the Fed- 
eral Reserve System, the next step 
would be to eliminate the compulsory 
provision with reference to national 
banks, and the next thing would be the 
wreckage of the Federal Reserve bank- 
ing system.” 

To use the language of Secretary of 
Agriculture Wallace, apparently Amer- 
ica must choose—and soon. 





Social Credit 


By REGINALD C. MAssONNEAU 


in THE BANKERS MAGAZINE, for 

June, 1935, which by its subtitle 
purports to be “A Study of the New 
Economics,” Goethe’s remarks concern- 
ing new truths come to mind. While 
the great philosopher-poet never lost 
faith that a new truth would eventually 
prevail, he was convinced that the great- 
est difficulty against its acceptance was 
a direct result of its newness. Mr. 
Chase in making his “study” of social 
credit has apparently put on his old 
glasses and made his evaluations through 
them. These do not permit a view of 
social credit as a possible new truth, but 
as an assured old bug-a-boo, to be at- 
tacked as “only another scheme to get 
something for nothing.” Social credit is 
not concerned with persons or with 
morals, but Mr. Chase attacks, by in- 
ference, the personal qualifications of 
Major C. H. Douglas, whose creative 
thinking has brought these new truths 
to light, and directly accuses Douglas's 
followers as “a cult” and of damning 
the “wicked power of the banks.” This 
is on the score of whether or not banks 
create and destroy money. Mr. Chase 
takes the position that they don’t. This 
is patently absurd, for this fact is readily 
accepted by bankers and bank econo- 
mists who really know how a _ bank 
functions. 


I: reading the article on Social Credit 


METHOD OF PRESENTING THE PROBLEM 


In presenting the proposals of social 


credit, Mr. Chase adopts the Chinese 


formula. He says, in order to “make 
the subject matter more intelligible” he 
will begin “at the other end of the pro- 
posals and work backwards.” This 
procedure shows his readers the proposed 
remedies first and the analysis upon 
which they are based last. A fair 
presentation for bankers should begin 
with that part of social credit which is 


an analysis and falls within the scope 
of bankers’ professional interest. This 
would consist mainly of that part which 
breaks down present facts affecting 
credit control, the recovery of loans and 
interest and the relating of credit sup- 
ply to production-consumption require- 
ments. However, since Mr. Chase has 
taken the proposals first and the analysis 





The accompanying article is in 
reply to “Social Credit: A Study 
of the ‘New Economics’”’ by Har- 
vey S. Chase which appeared in the 
June number of THE BANKERS 
MAGAZINE. Mr. Massonneau de- 
fends social credit as a means of 
liberating ‘‘full productive-con- 
sumptive activity based on Amer- 
ica’s real wealth.’ The author 
writes that he has approached the 
study of social credit with the tra- 
ditions of banking in mind, his 
grandfather having been a bank 
president. 

In 1934 Mr. Massonneau or- 
ganized a Social Credit Study 
Group with which more than 
twenty bank men have been con- 
nected. He is financial secretary 
and accountant to a Wall Street 
attorney. 





last, we will follow him through in the 
same direction. 

The first proposal to be treated as a 
whimsey and disposed of casually in a 
few words is the national credit ac- 
count. This, Mr. Chase says, “is in 
the nature of a vast revolving fund.” 
It is not a fund and it does not revolve. 
It is a ledger account and its sole pur- 
pose is to reflect facts. The credit side 
of this account appears in the right 
hand column and the debit is entered 
on the left—the direct reverse of and a 
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complement to the ordinary bookkeeping 
process. Mr. Chase, although writing 
as an accountant, has not remarked upon 
this, and it would seem that its tech- 
nical significance with relation to the 
payment of debt, including of course 
debts due to banks, has been overlooked. 
It is only by this technique that public 
credit can be made to function in a 
manner to relieve our internal debt, 
which at present must increase with the 
creation of real wealth. The national 
credit account is basic, for, as a result 
of its determinations, a financial system 
may issue credit to the consumer, up 
to the limit of the productive capacity 
of the producer, so that either the con- 
sumer’s real demand is satiated, or the 
producer’s capacity is exhausted, which- 
ever happens first. Or, the account may 
be described as an instrument whereby 
the value of total actual production and 
feasible production each appears against 
actual consumption, making possible 
sound issues of consumer credit. Realiz- 


ing that the purpose of production is 


consumption, this unbalance can be 
monetized, not “by presidential edict” 
but by ledger facts. Put shortly, pro- 
duction and consumption can be per- 
manently balanced only by this con- 
sumer credit. A form of credit to effect 
this could not possibly be created by 
banks and need not impair but in fact 
may accelerate the creating of credit by 
banks for further production. 

Mr. Chase next considers “national 
dividends” as a method of paying out 
this consumer credit “periodically to all 
adult inhabitants of this country.” The 
proposals covering national dividends 
might be administered in a variety of 
ways subject only to accountancy find- 
ings. The methods of administration 
do not affect the social credit analysis, 
but it would seem reasonable that pay- 
ments might be made to all citizens in 
lieu of a dole, or relief, or, in fact, it 
could be used for governmental expense 
and a reduction of taxation. 

Thirdly, we find the “national dis- 
count and the just price.” Mr. Chase 
states that the necessity for these are 


“based upon much involved reasoning, 
calculation and illustration.” We agree. 
But Mr. Chase* purports to summarize 
in a paragraph! The national discount, 
in operation, automatically serves as a 
price control, which beyond doubt will 
check an inflationary price rise. Further, 
it does not limit total profits but merely 
sets an upper limit of rate of profit on 
turnover and thus saves the price sys- 
tem upon which healthy American com- 
petition is based. This is the root of 
the social credit proposals. It is based 
on the Douglas analysis under the head- 
ing of the A plus B theorem. Mr. Chase 
discusses this further on, and we will 
return to it. 
THE CONTROL OF CREDIT 

The fourth and final point of Mr. 
Chase’s series is the most important one 
with respect to bankers’ interest. Quot- 
ing Mr. Chase, “these proposals cover 
the control of credit—issuance and re- 
call of bank loans which are to be re- 
moved from the banks by another presi- 
dential edict.” This is a misstatement 
of both the analysis and the proposals. 
The national credit account will reflect 
the facts of production and consumption 
in terms of money. An issue of credit 
in the form of a national retail discount, 
which is a fraction varying from period 
to period, will distribute this credit to 
the public at the point of consumer 
goods sales and only at the time these 
sales are made. Real production costs, 
which are identical with true consump- 
tion, are always less than financial costs 
and the discount is mathematically based 
on this deficiency. The control of credit 
with which social credit is concerned is 
primarily the control of the consumer 
credit. There is nothing in the pro- 
posals to suggest that bank loans for 
production be managed or curtailed ex: 
cept by bankers themselves who are by 
all means best equipped by training to 
control them. 

Since on the subject of banking and 
credit Mr. Chase is truly misinformed, 
perhaps we may be permitted to present 


. 
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once again the orthodox evidence for 
the position taken by the social credit 
school. R. G. Hawtry, assistant secre- 
tary to H. M. Treasury said, “The 
banker creates the means of payment 
out of nothing.” Francis Williams 
(Daily Herald) “Democracy and Fi 
nance” said, “Now, curious as it may 
seem at first glance, it is substantially 
correct to say the banks have the power 
to create money.” Professor O. M. W. 
Sprague, writing in the Encyclopedia 
Americana, 1927 ed., says as to the 
function of banks, “Banks of course do 
not extend credit directly by issuing 
checks, since the check is an order on a 
bank to pay money. Such orders are 
based upon obligations to pay money 
recorded on the books of the bank, and 
known as deposits. Clearly, a bank 
cannot lend its already existing obliga’ 
tions to pay money on demand. It may 


indeed happen that a bank receives, let 
us say $1000, in money from a depositor 
and is on that account in position to 


lend more than might otherwise be ad- 
visable; but even here it is not the de- 
posit which it lends but either the $1000 
or (and this is far more likely) a new 
right to draw $1000, both transactions 
—the receipt of the $1000 and the loan 
of the thousand dollars—creating abso- 
lutely similar deposit obligations.” Mr. 
Chase claims that when a bank makes 
a loan it goes into debt to the amount 
of the loan. Rather, as seen above, the 
bank merely promises to execute the 
orders of the borrower. If the bank’s 
obligation, strictly to pay its depositors 
in currency, were called upon in full 
amount, it would be quite unable to do 
sO, as was the case in March, 1933, 
when cash demands closed all the banks 
of the country. 


Any one who accepts the social 
credit analysis, or who carefully studies 
it, readily admits that if there is any 
error with respcet to bank creation of 
credit or with the A plus B theorem of 
Major Douglas, all subsequent findings 
are quite senseless. Mr. Chase claims 
that the popularity and support for the 
A plus B theorem “‘is in all probability 


to be explained precisely through its 
ambiguity and complexity.” This seems 
preposterous to any true evaluator who 
in his study must necessarily have spent 
many hours of hard thinking to prove 
the theorem for himself. Mr. Chase 
thinks that the theorem is a proof. A 
theorem is a statement requiring proof. 
In this case proof may be obtained by 
the use of ideas from elementary mathe- 
matics, by logical procedure and by ac- 
tual demonstration. Mr. Chase has em- 
ployed none of these methods but has 
taken the word of Professor H. T. N. 
Gaitskell of Oxford who attacked the 
theorem several years ago, which at- 
tack has been the subject of a number 
of rebuttals, of all of which Mr. Chase 
is apparently ignorant. 

The A plus B theorem shows that a 
fund of credit can and must be created 
by the commonwealth, without increas- 
ing its debt. This is the fact we must 
determine or else continue in our pres- 
ent economic difficulties. When this 
is acknowledged, as indeed some day it 
must be, then it will be time to answer 
questions related to its use. But cer- 
tain possibilities should be cared for at 
the outset, for a game of political foot- 
ball might easily result, with all the 
odds in favor of those currently in 
political power. By his failure to test 
the A plus B theorem, Mr. Chase is 
unable to see the hard actual facts which 
cause cycles of inflation and depression, 
which facts are of vital interest to any 
one in the banking business. Indeed 
he has apparently overlooked current 
economic realities. 


POOR AS A NATION, RICH IN GOODS 


The fiscal situation throughout the 
entire world acts in accordance with 
Major Douglas’s formulae and _ predic- 
tions—it would seem that events were 
in his pay. Assuredly there is nothing 
personal about this. The theorem in- 
dicates that there is a gap between total 
costs and total purchasing power. The 
rates of flow of each seem to mean noth- 
ing to Mr. Chase, although a deficiency 
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in income is apparent to every one. Let 
Mr. Chase explain just why as a nation 
we are so poor, when in terms of goods 
and services (real wealth) we are so 
rich! And let Mr. Chase explain, that 
where any payments in money appear 
twice or more in series production, then 
the ultimate price is increased by that 
amount multiplied by the number of 
times of its appearance, without any 
equivalent increase of purchasing power. 
Or, what does he know of the true ef- 
fect of reinvested savings in the pro- 
duction of capital goods? These are 
not questions to be solved by personal 
and moralistic attacks. 


MONETARY SYSTEM HELD RESPONSIBLE 


There is now a considerable body of 
support for the view that within the 
money system is the logical place to 
look for reasons responsible for dread- 
ful privation in the midst of actual 
plenty and potential plethora. If we 
examine production, we find it thor- 


oughly capable of turning out a supply 


of real wealth in an_ embarrassing 
amount. If we examine demand we 
find it real and insistent. ‘But real sup- 
ply and real demand are unable to meet, 
because demand, no matter how starkly 
real, cannot command the supply with- 
out money. At the present time the 
source of all money, over and above 
a rather stable amount of currency and 
coinage, results from the action of 
banks. The proportion of bank money 
to currency and coinage is roughly from 
six to sixteen to one. There is nothing 
anti-social about this banking function 
as a thing in itself. The Rt. Hon. 
Reginald McKenna, chairman, Midland 
Bank, Ltd., in January, 1927, said, “The 
Bank of England is in practice the con- 
troller of the volume of money. Thus 
we see that the gold standard is by no 
means the automatic mechanism it is 
commonly alleged to be, since the bank, 
merely by buying or selling (securities) 
lending or calling in loans, can within 
limits prompt an expansion or contrac- 
tion of credit regardless of the move- 
ments of gold.” 


The difficulties arising from this sole 
control of credit are due to the follow- 
ing process. By far the largest part 
of created credit goes directly into in- 
dustry and is thus added to the cost of 
the goods produced by industry. But 
industry does not currently pay cut in 
purchasing power a sufficient sum to 
buy its current production. (A plus B 
theorem aforementioned.) This results 
in unsold surpluses of goods for which 
there is no monetized market, and when 
this occurs sensible banking practice 
makes it necessary to call in loans, 
shrink the volume of bank money by 
this amount, and where the loans can- 
not be met, take back unwanted prop- 
erty pledged against them. The ac- 
cumulating shortage of consumer pur- 
chasing power not only causes the 
wheels of industry to cease turning, en- 
tailing unemployment and suffering, but 
puts banks in a position where they can- 
not recover their loans. This situation 
is further complicated by the prime 
necessity to charge interest on loans. 
It must be seen that the money with 
which this interest charge at present can 
be paid can in no way come into being, 
except by further creations of credit is- 
sued against the production of more 
goods—via industry—and consequently 
included in the total cost of goods al- 
ready in existence. One outstanding 
factor should be borne in mind. We 
engage in production through the me- 
dium of debt. This is legitimate enough 
in itself. However, since debt can only 
be repaid by a rule of constant debt in- 
crease, as in a period of expanding 
“prosperity,” a deflationary process 
must inevitably be accompanied by de- 
fault. The social credit analysis, if car- 
ried far enough, shows that it is an un 
avoidable consequence of our present 
debt economy, that debt must mount 
until it passes the point of the appraised 
value of our national assets. This is a 
very serious consideration, for it implies 
a wholesale failure of banks, a complete 
tie-up of production and consumption, 
and if worse comes to worse, political 
revolution, with the termination of 
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American democracy and silencing of change to effect distribution. This is 


the vox populi. 


ECONOMIC SYSTEM LIKE A CLOCK 

If nothing else bankers must come to 
see that the increasing gap between 
total prices and total income is un- 
avoidable. Expedients against it which 
may momentarily hide it are huge ex- 
pansion of capital goods, large export 
trade, sabotage of real wealth, govern- 
ment borrowings paid out to aid con- 
sumers and that great wasteful con- 
sumer-—war. The fact that we may 
shut our eyes to it because it is not easy 
to see, and particularly because it is 
new, will not make it inoperative. Our 
economic system is like a clock which 
constantly runs down and without new 
and continuous, winding in the form of 
correctly subsidized consumer buying 
power will stop. 

Little attempt has been made here to 
prove the validity of the A plus B 
theorem. It takes time, accurate and 
unprejudiced thinking and a true con- 
ception of money as a medium of ex- 


vitally different from money considered 
as a commodity. If the “rate of flow” 
in the social credit contentions were 
obvious, probably Mr. Chase would be 
right in hoping that “Huey Long* would 
be chairman” of a Congressional com- 
mittee to administer them. This is 
rather a slap at the followers of Major 
Douglas, who not only are against a 
share-the-wealth program, but can posi- 
tively prove that such a program could 
not be carried out. If Mr. Chase, and 
men of his undoubted ability, would 
take a new sight suitable to a new truth 
and examine social credit as a system 
which does not apply “sentiments” of 
“the rapidity of technical change” but 
rather the facts in their only logical in- 
terpretation, they could determine that 
an understanding of the analysis shows 
the only possible way in which bankers 
can remain bankers and America a 
haven for free men. 


*This article was written before Senator 
Long’s death. 


Comment on Mr. Massoneau’s Article 
By Harvey S. CHASE 


Proofs of Mr. Massonneau’s article on ‘‘Social Credit’? were read by Mr. Chase and he 
has asked us to publish the following statement which he has released in reply.—EpiTor. 


T is an adage in lawyers’ practice 

that when one has a poor case he 

should abuse the opposing counsel 
and belabor his witnesses. Mr. Mas- 
sonneau adopts this attitude and refers 
to the present writer as “truly misin- 
formed” because he declines to accept 
Major C. H. Douglas’ dicta concerning 
“creation of money from nothing” by 
bankers and “purchasing securities for 
nothing” by banks. My article in the June 
issue of THE BANKERS MAGAZINE proves 
definitely and in detail the falsity of 
such statements. Mr. Massonneau quotes 
Goethe and refers to “Chinese formula” 
as arguments in support of these allega- 
tions. Mr. Massonneau is said to be 
“secretary and accountant” to an at- 
torney in New York and that as “his 


grandfather was a banker” his qualifica- 
tions for discussing the realities of 
banking practices must be thereby con- 
ceded. 

The present writer has been in pro- 
fessional practice as a certified public 
accountant of Massachusetts ever since 
the C. P. A. title became law; he has 
been retained by a President of the 
United States to assist in devising the 
first Federal budget ever attempted; he 
was also adviser on improved account- 
ing methods to Secretaries of the Treas- 
ury under both Democratic and Re- 
publican administrations; he has been 
familiar with banking practices and 
necessities for thirty years, while the 
arguments and conclusions of the June 
article have been commended in per 
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sonal letters by such practical bankers 
as Hon. Montagu Norman, Governor 
of the Bank of England, by the chair- 
man of the Federal Reserve Bank of 
the New England District, by the comp- 
troller of the First National Bank of 
Boston, by the secretary of the Massa- 
chusetts Bankers Association and by 
many others. These men “know whereof 
they speak.” 

Mr. Massonneau refers to Hon. 
Reginald McKenna, to R. G. Hawtry of 
the British Treasury, and to Prof. 
O. M. W. Sprague, formerly adviser 
to the Bank of England and the United 
States Treasury, as supporting the claim 
that “banks create credit and money” 
but he fails to acknowledge that 
no one of them _ has made _ this 
statement as Major Douglas makes it, 
“creates money from nothing,” nor does 
he further acknowledge that none of 
these notable financial experts supports 
Social Credit either as to its allegations 
or as to its proposals for reform. On 
the contrary they look upon these pro- 
posals and those supporting them as 
really “naive.” 

It is unnecessary to go over again 
‘the facts and arguments of the June 
article. Those interested may read it 
for themselves and if they actually de- 
sire to get away from the romantic, emo- 
tional temper of mind and deal with 
the facts and necessities of banking 
practice, of which it is plainly evident 
Major Douglas and his disciples are not 
informed, they may do so by referring 
to any current treatise on money and 
credit by economists of world-wide 
reputations, not one of whom accepts 
Social Credit. 

Mr. Massonneau says Social Credit 
should be accepted because it is “new 
truth”—its newness is a strong point in 
its favor he thinks. Townsend-ism and 
iiuey-Long-ism are even newer than 
Major Douglas’ ideas. No more need 
be said. 

The present writer has read Mr. 
Massonneau’s article a number of times 
with care. It appears to be a re-state- 


ment of the Social Credit hypothesis 
without logical arguments or support- 
ing facts. It may safely be left to prac- 
tical bankers—readers of this magazine 
—on its merits. 

The writer, from last November on, 
has read a number of Major Douglas’ 
books with an open mind. He appre- 
ciates the present economic condition of 
“penury amid plenty” as forcefully as 
the Major does and really desired to 
find in the new evangel a hopeful solu- 
tion of the evils of boom and depres- 
sion, inflation and deflation, prosperity 
and misery. He also read Mr. Hat- 
tersley’s book, Captain Adams’ book, 
endless contentious articles in English 
and American periodicals and all the 
books and articles he could find criticiz- 
ing Social Credit’s theeries and pro- 
posals. He regrets that these matters 
both pro and con were disillusioning 
and the results thereof to date are fully 
set forth in the June article, referred to, 
and also in another article in the Sep- 
tember number of this magazine en- 
titled “Are Bank Deposits Money” to 
which I refer Mr. Massonneau as em- 
bodying my reply in detail to his state- 
ments in this issue. 


—@— 


COPY-BOOK MAXIMS STILL 
VALID 


WHEN the fog of real revolution or the 
haze of pseudo-revolution disappears, 
all individuals discover that they are 
still living in the same world they were 
born in, a world in which the old copy- 
book maxims are still valid, a world in 
which honesty is, for both nations and 
individuals, not only right but the “best 
policy,” a world in which indolence is 
unremunerative, wastefulness wicked, 
work the way to wealth, and well 
doing the key to well being—a world 
in which virtue, prosperity, and happi- 
ness are not governmental gifts but per- 
sonal achievements.—Justice George W. 
Maxey. 





Do Banks Create Credit? 


A Canadian View on the Social Credit Contention That Money 
Is Created by “ Strokes 


S there has been of late much dis- 

cussion of the “creation of credit” 

by banks, some critics asserting 

that these institutions manufacture 

credit out of nothing, or of “thin air,” 

the following treatment of the subject 

will be found interesting. It is from 

the monthly publication of the Royal 
Bank of Canada: 

During a period of depression much 
discussion is devoted to its causes and 
its cure and the most important field of 
speculation in this regard quite natu- 
rally has to do with monetary and bank- 
ing affairs. The obvious reason for 
this is that money and banking enter 
into practically all business transactions. 
Monetary economics is not and can 
never be an exact science and divergent 
and even conflicting theories can be 
advanced with a considerable show of 
plausibility. A theory which in recent 
years has received a great deal of at- 
tention in political and other circles in 
Canada holds that banks could, if they 
would, greatly assist in rehabilitating 
business by expanding credit. They 
point out, what is really a fact, that 
bank deposits in the main are the result 
of making of loans or investments by 
the banks themselves, but in many cases 
draw the wholly unwarranted conclu- 
sion that the banks could and should 
create a much larger volume of deposits, 
thereby increasing purchasing power. 
This is also the theory back of the so- 
called Social Credit Scheme. The truth 
of the matter is that banks can only 
safely increase their loans and invest- 
ments on the one hand and their de- 
posits on the other in proportion to the 
basic money supply, and commercial 
banks have no influence in varying the 
volume of basic money. In the Econ- 
omist for May 18, 1935, there is an 
authoritative article on this subject, of 
which the following is an abstract. 


of the Bankers’ Pens” 


The theoretical economists claim that 
the banks can “create” the means for 
transacting business, but the practical 
bankers are wont to declare that they 
merely issue receipts in the form of 
deposits, for money actually deposited 
with them. The total volume of de- 
posits in the commercial banks of any 
country, however, is greatly in excess 
of the amount of currency which is, or 
ever has been, in existence in that 
country. It is now generally acknowl- 
edged that bank deposits can originate 
in other ways than the actual deposit 
of legal tender and, in fact, the argu- 
ment is carried to the extreme of think- 
ing that banks can “create money” at 
the stroke of a pen, at will and without 
cost or limit. 

By what actual process then do bank 
deposits come into existence? There is 
an old saying that “every loan creates 
a deposit.” This is not quite literally 
true, because an increase in loans ac- 
companied by an equal decline in in- 
vestments would have no effect upon 
total deposits. Deposit making is not 
confined to loans, but may follow from 
an increase in investments or, indeed, 
from an increase in any asset of the 
bank. These deposits arise from the 
method of payment used by the bank 
that is, either a deposit in its own books 
to the credit of the person from whom 
the asset is acquired, or the issuance 
of a check which is deposited either 
with itself or with some other bank. 
A net increase in assets thus automati- 
cally increases the total deposits of the 
banking system as a whole. This pro- 
cess may be carried on up to the limit 
of safety, which is traditionally and by 
experience fixed at a cash reserve ratio 
of between 10 and 12 per cent. of 
deposits. 

The real question i 


s whether this 
familiar process by which 


deposits come 


5 
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into existence can rightly be called 
“creation” and, if so, what exactly is 
created. The banks clearly do not 
create deposits out of nothing, nor 
form them without toil. The growth 
of deposits through loans, investments 
or acquisition of other assets is essen- 
tially a process of exchange. When a 
borrower secures a loan of, say $10,000, 
from his bank, he becomes indebted to 
the bank for the amount of the loan, 
but the bank also becomes indebted to 
him for the amount of the deposit 
created. The main difference lies in 
the fact that the bank’s debt is trans- 
ferable by check and acceptable in 
settlement of transactions; the  bor- 
rower's debt is neither transferable nor 
generally acceptable. A similar opera- 
tion takes place when the bank pur- 
chases a government bond or other gilt- 
edged security. In either case, the bank 
has mobilized and not “created” wealth; 
it has acquired or taken a lien on a 
form of wealth which was not liquid 
and immediately spendable, and given 


in exchange its own obligation in the 
form of a deposit which is spendable. 
The bank has changed future money 


into liquid assets. “The bank can, 
therefore, be acquitted of the charge 
of creating deposits out of thin air.” 
This change in the quality of the 
assets is limited both by the cash reserve 
ratio which the banks find it necessary 
to maintain, and by the amount of 
wealth which is available for sale or 
pledging to the banks. The importance 
of the latter fact is exemplified in the 
present situation of the banks in the 
United States. Their cash reserves are 
now almost double those of 1929, but 
the value of the wealth offered to them 
for “mobilization” is so limited that 
bank deposits have not increased in 
anything like the same proportion. 
Within these limitations the banking 
system is free to vary the total volume 
of its deposits. It is another question, 


however, whether the increase or de- 
crease of bank deposits is synonymous 
with an increase or decrease ot effec- 
tive purchasing power. In one sense, 
bank deposits are money and are always 
available for the payment of debts, but 
an increase in deposits does not always 
lead to a similar increase in expendi- 
tures. British statistics indicate that the 
volume of deposits and that of bank 
clearings do not fluctuate together, 
either in direction or amount. Between 
1931 and 1932, for instance, total de- 
posits increased by 1.8 per cent., while 
current accounts fell by 3.1 per cent. 
and clearings by 11.2 per cent. Be- 
tween 1932 and 1933 total deposits 
increased by 7.7 per cent. and current 
accounts by 12.8 per cent., but bank 
clearings by only 0.7 per cent.; and 
between 1933 and 1934, when clearings 
increased by nearly 10 per cent., both 
total deposits and current accounts 
showed a decline. When the banks 
“create” deposits they cannot determine 
whether the new deposits are to be 
current or deposit accounts, and even 
if they could they would be unable 
to determine the volume of the stream 
of spending upon which both prices and 
production depend. The’ connection 
between bank deposits and the amount 
of actual spending, however, is neither 
close nor direct. During recent years 
there has been a substantial increase in 
bank deposits, due principally to larger 
investments, and the effect upon bank 
clearings has been practically nil. This 
relationship between volume of deposits 
and volume of spending might have 
been greater if the increases had been 
the result of new loans, but that is - 
because an increase in deposits is quickly 
effective in increasing spending when 
it results from the initiative of the 
public in demanding advances and rel- 
atively ineffective, or only slowly effec- 
tive, when it results from the initiative 
of the banks in buying securities. 





Constructive Errors in Banking Practice 
As Told to Howard Wright Haines 


Experience is a great teacher and in banking, as in every other human endeavor, we 


learn valuable lessons from our mistakes. 


Howard Wriglit Haines, a Kansas banker of an 
inquiring nature, has made a recent survey of what he calls ~‘‘constructive errors” 


in bank- 


ing. These “tricks of the trade” are set forth below for the benefit of other bankers who 


may benefit from this experience —EpItTor. 


WHEN A GUARANTEE IS NOT 
A GUARANTEE 


“We extended a commercial bor- 
rower a line of credit by discounting a 
number of trade notes,” says Mr. 
Meyers, cashier of a Pennsylvania 
bank. “As a partial protection we took 
the guarantee cf several relatives of our 
customer for $5000. 

“Eventually our customer got into 
financial difficulty and it became neces- 
sary for us to collect on our guarantee. 
During the proceedings it was revealed 
that some of the signatures to the dis- 
counted notes were forged. Of course, 
we felt protected by our guarantee as 
our customer had received the benefit 
of the moneys and we were so advised 
by several attorneys. Although the 
judge’s decision seemed favorable, the 
case was left open for an appeal. 

“Finally the bank took a loss on the 
forgeries,” Mr. Meyers tells us, “the op- 
position contending that the guarantee 
was for trade notes and that a forgery 
is not a bona fide trade note. 

“We are still rather dazed at the turn 
of events,” concludes Mr. Meyers. “If 
we ever take another such guarantee it 
will be a lengthy document covering all 
and everything for several generations.” 


TAKING RENT ASSIGNMENTS 
WITH REAL ESTATE LOANS 


Although many institutions have been 
legally advised of the advisability of 
taking rent assignments when a real 
estate mortgage is executed, a large ma- 
jority in most states have never done 
so. In states where redemption periods 

’B. H. Meyers, cashier, the First National 
Bank, York, Pa. 


have been extended by moratorium or 
where the time required to obtain title 
by foreclosure exceeds six months, it is 
apparent that a rent assignment op- 
erates to the advantage of the lien 
holder by insuring the application of in- 
come from mortgaged properties to the 
mortgagee. 


CURE FOR THE OLD DUPLICATE 
CLAIM 


-erhaps we need reminding more 
often on the common errors. At least 
Mr. Probst? has a prevention for those 
who want double credit. “One of our 
customers made a deposit,” he explains, 
“taking a duplicate deposit slip. <A 
couple of days later she came in and 
requested the teller to enter the deposit 
of two days previous in her passbook. 
Upon receiving her statement, the de- 
positor came in and claimed that sh 
had made two separate deposits, she 
having deposited a like amount in cash 
with the tellers on each deposit. To 
avoid this we have now instructed our 
tellers upon entering a deposit of this 
nature in the passbook to mark the item 
‘duplicate.’ ” 

This covers cases where the customer 
has lost the duplicate slip. 


SAVINGS IN BOND SHIPMENTS 


Mr. Brownell® says this incident may 


not be called an error. At least it is the 
correction of one. “In handling regis- 
tered mail shipments of bonds and stock 


*K. S. Probst, auditor, First Security Bank 
of Utah, Ogden. 


*E. B. Brownell, vice-president and cashier, 


The Pacific National Bank, Seattle, Wash. 





EXAMINATIONS - SYSTEMS - TAXES 
FOR 
Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


certificates,” he says, “it was our prac- 
tice to insure the parcel for the full mar- 
ketable value and in so doing declare a 
like value to the post office and pay the 
government surcharge on that basis. A 
short time ago we had occasion to ship 
approximately a half million dollars 
worth of endorsed stock certificates to 
a New York bank. In figuring our 
shipping cost we found that it amounted 
to approximately $135. The certificates 
were being shipped for the purpose of 
reissue in the name of our nominee, and 
after filling in that name in the assign- 
ment on the back of the certificates, 
they were no longer in negotiable form. 
We, therefore, declared the shipment to 
the post office at a value of approxi- 
mately $80,000, which we felt to be the 
replacement value of the securities and 
insured them for a like amount, which 
reduced our costs from $135, as men- 
tioned, to approximately $21.” 

It appears this practice should result 
in savings to most banks. 


VERIFICATION OF NOTE 
ENDORSEMENTS 


With the rapidly increasing practice 
of making endorsed loans, some of which 
amount to several hundred dollars, the 
necessity of proper verification of all 
signatures is illustrated by the experi- 
ence of Mr. Hastings,* president of a 
Tennessee institution. In this instance, 
the endorser had not been called by 
phone or notified by letter before the 


‘C. E. Hastings, president, First Trust and 
Savings Bank, Paris, Tenn. 
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New York City 


advance was made to the principal. The 
endorser later claimed his signature was 
forged. Mr. Hastings says: “In the 
future we will have endorsers come to 
the bank in person,” which is a good 
rule, but cannot always be enforced. 
When personal appearance is not pos 
sible, telephone verification is usually 
considered sufficient. Nothing, how 
ever, approaches the old method of 
withholding. advances on checks or notes 
until a written acknowledgment of the 
endorsement is received. In the case of 
traced signatures this acknowledgment 
is equally necessary, whether the banks 
know the endorser’s signature or not. 


—@)— 


DEATH OF FORMER MEXICAN 
MINISTER OF FINANCE 


THERE died at Paris on August 26 
Jose Yves Limantour, long Minister of 
Finance of Mexico. During his sixteen 
years in that office it is said he never 
allowed Mexico to default on its pay’ 
ments, and relieved the country from a 
financial deficit. He was also instru 
mental in effecting railway consolida: 
tions and in forwarding other enter: 
prises developed during the Diaz re 
gime. Senor Limantour was eighty 
years of age at the time of his death. 


WANTS TO BE LET ALONE 


LeT us alone. Stop experimenting. Stop 
spending so much. Stop punishing the 
banks and utilities. Give private busi 
ness a chance to restore good times.— 
Stewart Bruce McNaught. 





Bank Statements Should Inform 


Bankers Should Be Willing to Give to Prospective Depositors the 
Same Detailed Information Which They Require 
of Prospective Borrowers 


By Henry F. KOLler 


OULD any banker in _ his 

routine of business allow one 

of his commercial customers to 
obtain an unsecured loan without the 
submission of a comparative statement, 
profit and loss accounting, and a state- 
ment of contingent liabilities, pledged 
assets, assets secured by trust receipt, 
etc.? Yet the banking fraternity ex- 
pects depositors to continue to have 
confidence and trust enough in the in- 
stitution to place their funds in the 
hands of a bank on the information 
supplied by their regular statement of 
condition, which is antiquated, wholly 
uninformative, and no contingent lia- 
bilities, or profit and loss accounting is 
ever given. The bank’s clients are in 
the banker’s position when they hand 
over their deposits and they are en- 
titled to the same considerations which 
actuate the banker when he requests a 
financial statement from his client. The 
ordinary people make or break the 
bank; they are the life-blood of the 
banks; their reactions govern the ulti- 
mate success or failure ot the institu- 
tion. In the banking profession, even 
in greater degree than in the commer- 
cial fields, public opinion is a powerful 
factor and must be made a partner 
rather than a foe. To this end banks 
should be moved to present the com- 
plete story in the form of compara- 
tive statements and profit and loss ac- 
counting. 


LACK OF INFORMATION 


In the past bankers, by their own 
admission, failed to furnish the public 
with the knowledge and understanding 
which banking practices require. This 
has given rise to ignorance and in- 


tolerance, misunderstanding as to prin- 
ciples and methods and policies. We 
have more or less taken for granted 
that the other fellow knew all about 
our business, and have utterly neglected 
to give him the first inkling as to the 
fundamental functions and operations 
of banking. This is amply demon- 
strated when a bank attempts to in- 
augurate service charges on accounts. 
On the other hand, we realize that 
banking is made up of different char- 
acteristics and is predicated largely upon 
trust and confidence. Destroy either of 
these and the structure collapses as it 
did in 1933. Banks have complied with 
the law by publishing their statements 
as often as required, but these state- 
ments are vague and uninformative. 
‘Would not confidence be strengthened 
and the spirit of the law as well as the 
letter be more perfectly served by the 
publication of a more detailed state- 
ment along with a summary profit and 
loss accounting? These facts might 
entail an added expenditure by the use 
of more newspaper space, but the re- 
turn in trust and good-will would 
amply repay the expense involved. The 
tendency to over-elaboration must also 
be guarded against, and the tests for 
practicability and a true representation 
of the policies and requirements of the 
particular bank must be considered. 


TOO MUCH DETAIL TO BE AVOIDED 


Far be it from me to advocate the 
listing of every loan, discount, invest- 
ment, deposit and many other items 
which comprise a bank’s statement. But 
the breakdown of the loan account 
might be made; the investment account 
could be made to show the various 
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FIGURE II 


SUMMARY OF 


PROFIT AND 


Loss 


INCOME 


Earnings on loans and discounts 
Income from investments 
Interest received from deposits 
Service charges and fees 
Foreign department earnings 
Trust department revenue 
Income from rents 

Safe deposit rentals 

Refunds from taxes, etc. 
Transfers from reserve accounts 


Exchange, collection and miscellaneous earnings 


Second 
Quarter 
(Last Year) 


Second 
Quarter 


First 
Quarter 


EXPENSE 


Administrative expenses: 
(Salaries, supper money, etc.) 
Operating expenses and fees 


(Directors, legal fees, rent, heat, light, advertise- 


ments, examination) 
General expenses: 


(Stationery, supplies, printing, ticker service, 


insurance) 
Taxes (Federal, property, revenue stamps) 
Loss on investments 
Transfers to reserve accounts 
Dividends paid 
Other losses 


Balance, net profit (or loss) transferred to undivided profit account 


government bonds, corporate securities, 
etc., while the deposit account could 
be split up to show preferred deposits, 
time, demand, individual and corpora- 
tion accounts. Such a detailed state- 
ment might be shown as in the form 
captioned Figure I on page 361. 


EDUCATIONAL WORK OF OTHER 
CORPORATIONS 


Bankers have generally agreed that 
the public must be educated to their 


methods and operation; corporations 
have undertaken this for some years 
past, and every day they expound their 
products, their composition, and their 
relative merits. They allow the pub- 
lic to judge for themselves if their 
claims are genuine by presenting the 
facts, and the confidence of the people 
in the products is reflected in their 
statements. The average layman no 


longer suspects that strings are being 
pulled just to deceive him, and he in- 
vests generally in those companies of 
which he has the most knowledge and 
in which he has faith. This feeling of 
confidence is built up by informative 
statements and by statistics. 

Of course, the contention will be 
made that for one or more quarters of 
the year the profits will be smaller or 
the statement will show a loss. Banks 
are known to operate on a very narrow 
margin of profit. But the same holds 
true of every line of business, and we 
speak of seasonal fluctuations, peaks of 
trade and volume, and when at state: 
ment time the company has lost money, 
or showed a reduction of earnings, we 
do not consider the firm a failure and 
cease to buy its products. The general 
public, too, has been educated to accept 
these facts and hence are not fright- 
ened by this loss. Under the bank's 
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FIGURE I 
STATEMENT OF CONDITION 


ASSETS 
Cash 
Exchange for clearing house 
Loans and discounts: 
Demand: 
To officers and directors 
To corporations 
To individuals 
Time: 
To officers and directors 
30/90 days 
Over 90 days 
To corporations 
30/90 days 
Over 90 days 
To individuals 
30/90 days 
Over 90 days 
Bills discounted: 
Corporate 
30/90 days 
Over 90 days 
Individual 
30/90 days 
Over 90 days 
U. S. Government bonds 
State and municipal bonds 
Corporate bonds 
All other securities 
Mortgages owned: 
In city 
Within 200 miles of city 
Others 
Overdrafts and accounts receivable 
Banking premises 
Acceptances (as per contra) 


LIABILITIES 


Capital 
Surplus 
Undivided profits 
Contingency funds 
Deposits: 
Demand 
Preferred deposits 
Government 
State and municipal 
Corporate 
Individual 
Time 
Corporate 
Individual 
Accrued interest payable 
Dividends payable 
Unearned interest 
Outstanding checks 
Outstanding acceptances (as per contra) 
Reserves for taxes 


present methods, window-dressing is 
frequently resorted to at statement 
time. Transfers from reserve accounts 
to surplus or undivided profits are 
made, thus showing an erroneous in- 
crease of earnings. This deceptive 
tinkering with funds must be abolished, 
for it is a grave error and will only 
lead to worse conditions if allowed to 
continue. Banks no longer need fear 
the publication of their statements, since 
they will undoubtedly reflect their fine 
condition. Their bad debts and loans 
have been written down in years past, 
their consequent earning capacity will 
be enhanced by the increase in business 
activity. A comparative profit and loss 
summary might be made as shown in 
Figure II on page 360. 

Once the practice of issuing these 
statements is inaugurated, each institu- 
tion will be judged on the quality of 
its investments and loans rather than 
on the total resources. Banks having 
come through the “purge” of 1933 
are generally in a wholesome condition, 
and no longer have any reason for op- 
erating in the dark. We are not afraid 
to let the public know of our opera- 
tions. The publication of such detailed 
statistics will cause greater considera- 
tion in the selection of officials, will be 
repaid in good-will, added confidence, 
increased business, more profits, and will 
provide better banking statistics. 


—O— 


WHAT THE PUBLIC EXPECTS 


Have you observed that the public looks 
upon banking as a mysterious and com: 
plex business and has an expectancy of 
you far more exacting than it you were 
connected with some other business? 
The public assumes that the business 
of banking requires bank officers and 
employes above the average in intelli- 
gence, familiar with financial problems 
and, of necessity, with commercial law, 
negotiable instruments, economics, and 
other subjects pertaining to banking.— 
Maynard W. E. Park, president, Ameri- 
can Institute of Banking. 





Uninterrupted 
Service 


"hie parade halts; the watching crowd 
parts instinctively; the police lines open, 
and the U. S. mail truck passes through 
on its scheduled round. 


At night the mail plane hums overhead 
in fair weather and in storm; speed and 
yet more speed to meet the demands of 
modern business. 


To this dependable agency of public 
service the 24-hour operation of our 
Transit and Collection Departments 
adds the final link that insures to our 
customers complete and uninterrupted 
service. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


CAPITAL and SURPLUS ... . . . $30,000,000 





The Greatest Safe Deposit Hazard 


Of All the Hazards of the Business the Greatest Is the Disinter- 
ested Bank Officer 


By Louise S. VoctT 
Sheridan Safe Deposit Company of Chicago 


HERE has been a steady increase 
in the hazards and liabilities of 


the safe deposit business down 
through the years. The safe deposit 
business is a unique business, unique 
because it is most hazardous, that is, it 
is most hazardous if we do not conduct 
it with care. The safe deposit business 
is unique in that the depository does 
not know the full extent of responsi- 
bility that is being placed upon it. We 
as individuals would probably refuse to 
assume the responsibility of caring for 
a very valuable article belonging to 
another, but the safe depository does 
not concern itself with the value of 
the property deposited in its rented 
safes. The object, therefore, of all 
safe deposit companies should be to 
establish rules of conduct, and to en- 
force them, in the operation of safe 
deposit business that are consistent with 
safety and to minimize to the utmost 
degree the possibility of sustaining a 
liability. 

The hazard of burglary and holdup 
can be overcome by a high standard of 
vault construction, and to maintain this 
standard of protective efficiency in the 
conduct of the business both during 
business hours and the hours that the 
vault is closed. 

The hazard of allowing access to a 
non-renter or person not authorized to 
have access can be overcome by correct 
and careful identification of customers. 

There is also the hazard of a claim 
of loss by a customer. These claims 
fall under three headings: (1) the claim 
arising in an actual loss; (2) the claim 
arising in an honestly believed loss but 


Condensed from a recent address. 


where in fact there is no loss attrib- 
utable to a safe deposit company; and 
(3) the claim arising in a plain frame- 
up, a blackmail attempt to bluff a safe 
deposit company into some settlement 
to avoid the publicity. The defense 
against claims is the same. It is, in 
brief, an anticipatory defence, that is 
a defence centered in the maintenance 
of the highest standard of vault con- 
struction and service, the cause of 
practically all the risks and hazards of 
the safe deposit business. Taking in 
consideration the great number of 
renters it is remarkable how few claims 
are made and how few suits are insti- 
tuted. This is proof of two things: 
first, that most people are honest and, 
second, that most safe deposit com- 
panies are efhciently conducted. 

But the greatest hazard faced by the 
safe deposit business today is not from 
without but wholly within the bound- 
aries of the business itself. This is the 
lack of appreciation by the bank execu- 
tives. Bank executives do not appre- 
ciate the problems of the safe deposit 
department because of ignorance or 
through lack of familiarity with the re- 
sponsibilities of the business. One of 
the reasons they do not consider it 
seriously is because it does not produce 
a profit. 

So let us look at it from the banker’s 
viewpoint. He has his duty, first to 
his stockholders. He has to retain his 
reserves to a point where they ought to 
be. It is hard for him, at present, to 
pay his employes the salaries that he 
as a banker, and a human being, would 
like to pay. He cannot always predict 
his profits. Who can tell us what the 
future rates on money are going to be 
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a year from now? We cannot, in fair- 
nesg to him, ignore the perplexing prob- 
lems which confront him as a banker, 
and it may give us a little different 
viewpoint of our own situation if we 
appreciate, from a judicial standpoint, 
the many perplexities he has to face. 

I am sure that this is all true but 
equally sure that most bankers have 
utterly failed to grasp the complex 
problems which safe deposit men have 
to meet. 

I am also positive that altogether too 
many bank attorneys have failed to 
study and master these problems so 
as to advise bankers as they should. 
This I realize is a heavy indictment, 
but feel that it is a true one and even- 
tually the bankers and their attorneys 
will have to plead to it. It should be 
said here, in order to be fair, that some 
bankers and their attorneys have real- 
ized this situation and have risen to it. 
This is particularly true in our large 
cities, where many of them have gone 
carefully and thoroughly into the prob- 
lems of the safe deposit business, so 
that they know its complexities just as 
well as we managers who are dealing 
with them every day in a practical way. 

Take the average bank executive and 
show him a written order, “Please allow 
John Jones to go to my safe deposit box 
and remove what he desires.” Then 
ask him if you shall honor it, and he 
will look at you in surprise and say: 
“Why, what is the matter with it? It 
is a perfectly good order.” But is it? 
You don’t know, first—if it isn’t a 
forgery, second—that the man who 
signed it was in a condition of mind 
to know what he was doing, third— 
that he may not have signed it under 
duress. Stranger things than that have 
happened, Fourthly, the man who 
signed it may have died since signing it. 

The bankers do not know the many 
conditions which confront us—the care 
that we have to take of our keys, the 
changing of the locks when boxes are 
surrendered, the various legal processes 
with which we are contronted, the 
record of visits which we make, how 
we make it, the care we take of our 


rooms, and the problem of when to 
break rules. 

The banker does not have any of 
these problems. Their questions are 
questions of operation. I have said 
that the hazards of burglary and hold- 
up could be taken care of by the 
construction of the vault, but there 
are other hazards and by far greater 
ones presented by poor operation of 
the safe deposit vault. The best con- 
structed vault that was ever conceived 
by mind of men, isn’t better than tissue 
paper if the people who operate it 
aren't honest men and women. Con- 
versely, you can pick out the best safe 
deposit vault that was ever put together 
and they can’t operate that vault suc- 
cessfully if it isn’t built. The banker 
must be told that operation is just as 
important as construction. What is the 
use of a fifteen inch steel door in front 
of a safe deposit vault if the personnel 
are not A-i men and women. That 
vault is like a well-dressed criminal, be- 
cause it is more dangerous on that 
account. He has an almightly good 
front but in his heart he is a criminal, 
yet that sort of thing is going on all 
of the time and the bankers have to be 
told about it. 

Now these are some of the things we 
have got to tell. How shall we tell 
them? There are two ways, one of 
them by printer’s ink and the other by 
direct word of mouth. The circulation 
of properly prepared literature is good 
and it has a distinctly educational value. 
The various state safe deposit bulletins 
are doing a splendid work. These mag: 
azines ought to be given to the man 
who is in active control of the safe 
deposit department. 

There is one man in almost every 
large bank who can help more than any- 
one else in the way of getting all of 
this home to the banker and that is the 
bank’s attorney. The attorney knows 
as well as we do the net that is cast 
around us and how difficult it is to 
get away from it. But the best way of 
getting it before the banker is to let it 
go right from ourselves personally to 
him. Don’t be afraid of him. He will 
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think more of the head of his safe 
deposit department if you go straight 
to him and tell him, ““Now I know you 
are a busy man and I do not want to 
take your time, but I have something 


of importance to say.” If you are afraid 
and if you have not the \personality to 
do that and to hold his attention, you 
are not meant to be a safe deposit 
manager. 


La Prevsiora Bank Erects New Building 
in Guayaquil 


THREE times in fifteen years La Pre- 
visora National Bank of Credit of 
Guayaquil, Ecuador, has moved to new 
buildings to keep pace with the increase 
of its domestic and foreign business. 
Through its aggressive, yet conservative 
management during these difficult times, 
this continual expansion has made La 
Previsora National Bank of Credit the 
most important bank in Ecuador, al- 
though the institution is comparatively 
young. 

The bank, already in the process of 
tearing its premises to pieces for the 
third time, decided to go to New York 
for architectural advice and called in 
the firm of Hopkins & Dentz, bank 
architects, to collaborate with the local 
engineers in the design and equipment 
for the new building, to provide not 
only for the present business of the 
institution but also for its future 
growth. 

To carry out the requirements of the 
bank, additional land was purchased. 
There will be two full floors totaling 
15,000 square feet occupied by the 
bank and a modern safe deposit depart- 
ment will be put in the basement. The 
latest mechanical equipment, National 
posting and Burroughs bookkkeeping 
machines will be used throughout the 
institution. Lamson tube service will 
be installed to permit the transmission 
of items from one department to an- 
other by means of carriers propelled by 
compressed air through a metal duct. 
Elevators to carry buses and lifts for 
lesser loads will also be installed. 

The counter screen, of silvered nickel 
metal with its modern wickets and 
panels, will add much to the attractive- 
ness of the bank, in addition to facili- 
tating the work of the tellers and the 


convenience of the public. All mate- 
rials throughout are of metal. No wood 
is employed in any part of the struc- 
ture. 

The vaults have been constructed 
according to the latest ideas on vault 
construction in order to provide every 
security for the bank’s money and se- 
curities, and the safe deposit boxes of 
the bank’s customers. 

The growth of La Previsora National 
Bank of Credit has been almost phenom- 
enal, having the distinction of having 
more deposits and doing more foreign 
business than all the other banks in 
Ecuador put together—a rush of busi- 
ness which the new building will ac- 
commodate and typify. 

Work is now in active progress. La 
Previsora National Bank of Credit is 
temporarily housed in the old Banco del 
Ecuador building, which will be sold 
when the new building is completed, 
as it will be this year. 


—e— 


A STABLE MONETARY SYSTEM 


A MONETARY system to serve its func- 
tion effectively must be adequate and 
stable in relation to production and dis- 


tribution of goods and services. As thé 
total business activity increases, with its 
specialization, ramification of interde- 
pendence, monetary provisions must ex- 
pand correspondingly if there is to be 
stability. If over a period of time the 
monetary factor increases faster than 
underlying needs of exchange, there is 
a special force of artificial expansion of 
business activity and exchange, with the 
result of speculation and distortion. — 


The People’s Money. 





Our Dual Bank System 


{From the New York Times. } 


HE new Banking Act, in spite 
of the multiplicity of its provi: 


sions, in its final form made little 
progress toward curing what many au- 
thorities consider the greatest weakness 
in our banking system—its dual contro] 
either by national or by any one of 
forty-eight different state laws. As the 
new law now stands, all state banks 
with deposits of more than $1,000,000 
must become members of the Federal 
Reserve System in July, 1942. But 
this means that they may remain under 
state laws for seven years more, and 
that all state banks with less than 
$1,000,000 may remain outside indefi 
nitely, while any number of new small 
state banks may be chartered. It is 
precisely among the small banks, how- 
ever, that the largest number and per- 
centage of failures ordinarily occurs, 
and the percentage is greater among 
state than national banks. 

In a study by C. D. Bremer of Amer- 
ican bank failures, just published by 
the Columbia University Press, it is 
shown, for example, that out of the 
10,693 bank failures from 1921 to 1932, 
only 63, or six-tenths of 1 per cent. 
were of banks with a capitalization of 
$1,000,000 or over. On the other hand, 
8097, or 85.1 per cent., were of banks 
with a capitalization of less than $100,- 
000. In the same period the rate of 
failure among national banks with less 
than $100,000 capital was 2.2 per cent., 
as compared with only 1.1 per cent. in 
banks with a capitalization of $100,000 
and over. The rate of failure among 
state banks was about twice as great 
in each case—4.6 per cent. for banks 
capitalized at less than $100,000 and 
2.1 per cent. for those capitalized at 
more. 

These facts point both to the lax- 
ness of our state banking laws and to 
the results of our stringent rules in 
regard to branch banking, which make 
it necessary that small communities be 
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served by little banks that are often 
without trained management and with- 
out proper diversification of their loans. 
As Dr. Bremer remarks, up to recently 
competition between the national and 
state banking systems for banks and 
resources has involved a gradual de- 
terioration of the banking laws. The 
National Banking Act has several times 
been relaxed in order to place the 
powers of national banks more nearly 
on a par with those enjoyed by state 
banks. 

The assumption that the deposit- 
guaranty plan has disposed of this 
problem, Dr. Bremer believes, is un- 
warranted. Owing to special circum: 
stances, that plan has been extremely 
fortunate so far, but the multitude of 
small state banks must be an _ ever: 
present threat to the guaranty fund. 
Only by a single legislative control 
over all the country’s panks, which 
would enable the National Government 
to adopt a uniform branch banking 
policy and uniform standards of 
liquidity and soundness, could the 
necessary reconstruction of the bank- 
ing system be carried through. 

—{e) — 
R. F. C. LOANS 


RECONSTRUCTION Finance Corporation 
lending to industry does not put the 
Government into business, and _there- 
fore avoids creating a vast bureaucracy 
with its possible waste and mismanage- 
ment. On the contrary, it affords 
private institutions fuller opportunity to 
play the traditional American role in the 
ownership, management and develop- 
ment of manufacture, trade and com- 
merce. 

Also, it affords smaller industries the 
necessary means effectively to compete 
against the big business monopolies, with 
the Government, instead of Wall Street, 
supplying the money sinews.—Morris 
Talbot in The People’s Money. 





Origin of the Banking Panic of March 4, 1933 


By ELtmMer H. YOUNGMAN 


N attempt to make political capi- 
At out of this tragic episode in 
American banking history ap- 
pears in a pamphlet issued by the Na- 
tional Republican Club of New York. 
This pamphlet is a reprint of four 
articles, by William Starr Myers and 
Walter H. Newton, originally pub- 
lished in the Saturday Evening Post of 
Philadelphia. The articles are both 
political and post mortem. But they 
have considerable value, nevertheless, 
and largely of a negative character. This 
is because they evade the real sources 
of our banking troubles, an evasion 
which even the latest banking legislation 
does not supply. 

In the political phase of this matter 
THE BANKERS MaGazINE has no in- 
terest. Though it may be fairly asked, 
what important banking legislation was 
sponsored by the Republican party 
when in power? The most important 
piece of banking legislation in recent 
years was the Federal Reserve Act, 
and it was of Democratic origin and 
sponsorship. 

The authors of the pamphlet men- 
tioned above have sought to place upon 
Mr. Roosevelt the chief blame for “the 
origin of the banking panic of March 
4, 1933.” They contend that it was 
due to the fear engendered by Mr. 
Roosevelt's campaign, and above all 
his failure to co-operate with President 
Hoover in measures the latter consid- 
ered necessary to allay public appre- 
hension. Now, it may have been the 
case that closer co-operation between 
the then President and the President- 
elect would have somewhat relieved the 
banking tension which existed prior to 
the inauguration of Mr. Roosevelt, but 
surely the origins of this banking panic 
long antedated the closing months of 
1932 and the early months of 1933. 

The weaknesses of our banking sys- 
tem had been clearly in evidence long 
before the period just named, as the 


rate of bank railures for a number of 
years plainly showed. Nor was there 
ignorance anywhere of the causes of 
these failures. They had been fre- 
quently pointed out. Congress knew 
about them; so did the bankers and the 
people generally. 

While the chief cause of our high 
rate of banking mortality lies in the 
existence of thousands of inadequately 
capitalized banks, there are other con- 
tributory causes not to be ignored. 
Banking rests upon business, and where 
business methods are unsound it is idle 
to expect safe banking. Many of our 
banks serve purely agricultural dis- 
tricts, and they could hardly be ex- 
pected to survive the shock caused by 


the depressed state of farming that has 


existed for some time. The best bank- 
ing opinion holds that real-estate loans 
are not desirable banking assets. Yet 
a large portion of the assets of the 
country banks is of this character, as 
will continue to be the case under the 
Banking Act of 1935. 

And if it be admitted that our bank- 
ing failures are chiefly due to the exist- 
ence of many small inadequately capi- 
talized banks, this defect has not been 
remedied by the latest banking legisla- 
tion. True, after a lapse of seven 
years—during which time almost any- 
thing may happen—insured banks with 
deposits of $1,000,000 and over must 
become members of the Federal Reserve 
System; but this will leave outside the 
system a considerable number of small 
state banks, unless they shall succumb 
to the competition of those within the 
system. 

Also evasive in character was the 
law for insuring deposits. Under a 
sound banking system no such bolster- 
ing of the banks would be required. 
The thing really to be insured was 
banking health. Instead of providing 
for that, the well banks have been re- 
quired to care for the sick, although 
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this sickness may have originated from 
a disregard of the plain laws of bank- 
ing health. Those banks strictly observ- 
ing these laws are penalized, while those 
disregarding them have, in effect, be- 
come the beneficiaries of their own 
misdeeds. 

The remedy commonly prescribed for 
strengthening our banking system looks 
to the unification of banking under a 
single Federal law. But what warrant 
do we have from Federal laws relat- 
ing to banking for believing that this 
remedy will prove effectual? Desirable 
as may be more uniform banking laws, 
of even greater moment is a closer ap- 
proach to uniform principles of sound 
organization and operation, whether 
prescribed by state or Federal law. 
Judging by its past performances, even 
by the most recent, Congress has a long 
road to travel before coming to a 
knowledge of this fact and acting ac- 
cordingly. 


In considering the improvement of 
American banking attention will have 
to be directed to several factors in the 


situation. It is not alone the banks 
that need reforming, but as well those 
who deal with the banks. Sound busi- 
ness methods and sound banking tradi- 
tions must go hand in hand. Public 
opinion must be developed to a point 
where it will insist that weak banking 
be ended, not by applying a plaster in 
the shape of deposit insurance, but by 
seeking out the real remedy for this 
type of banking and rigorously applying 
it. In other words, if this country 
really wants sound banking, it must 
make up its mind to pay the price 
which it demands. 

The effort to make political capital 
out of the banking panic of 1933 is 
inconsistent with the gravity of the 
subject. Republican politicians would 
be better advised if they would show 
what they have done or propose to do 
to make banking safer in the United 
States of America. 


A FINE DEVELOPMENT OF 
AMERICAN BANKING 


OnE of the finest developments in 
American banking in the last two or 
three decades has been the improve- 
ment in credit technique in connection 
with commercial loans. The bank 
credit men of the United States have 
done, outside of academic walls, an 
altogether superior piece of scientific 
work in studying the conditions under 
which commercial loans may properly 
be extended and in developing a tradi- 
tion and a code with respect to this 
matter—as well as a very fine system 
of interchange of information. Further, 
when business men get an important 
part of their working funds from the 
banks, they come and sit with the 
banker once a year or more, to discuss 
their plans, and especially to consider 
how much money they may wisely 
use. Industrial policy is very much 
improved by these conferences. When, 
however, the business community, as 
was true from 1928 to late 1929, can 
go instead to the securities market and 
obtain money it may or may not need, 
adequate for its guessed at needs for 
the next several years, a very different 
situation is created. The careful and 
exact and fine calculation disappears. 
The amount borrowed, or the amount 
secured by stock issues, becomes a 
matter of the accidents of the money 
market rather than a matter of the 
actual industrial outlook. The volume 
of credit is much less closely appor- 
tioned to the general needs of the com- 
mercial and industrial situation, and 
has nothing like so fine an adjustment 
in quality ‘and in detail to the actual 
processes of industry and trade. The 
commercial loan should be encouraged 
and not discouraged—Dr. Benjamin 
Anderson, Jr. 
—@— 

Budget: A method of worrying be- 

fore you spend instead of afterward.— 


Philadelphia Chaptergram. 





Loan and Investment Policy 


Study of the Bank’s Investment Portfolio Becoming Increasingly 
Important 


By Leo T. CROWLEY 


Chairman of the board, Federal Deposit Insurance Corporation 


change has also taken place in the 

nature of loan and investment policy 
—a change which is not, in my opinion, 
consciously ‘realized by many bankers, 
and a change which must and should be 
realized if sound credit conditions are 
to be maintained and losses curtailed. 

The commercial bank has been con- 
ceived of as an institution which lends 
on a short time basis to individuals and 
enterprises which are engaged in the 
manufacture, production and marketing 
of goods and commodities. This ortho- 
dox definition of bank credit is re- 
flected in the language of the Federal 
Reserve Act which at the present time 
allows rediscount privileges upon “notes, 
drafts and bills of exchange arising out 
of actual commercial transactions, that 
is, notes, drafts and bills of exchange 
drawn for agricultural, industrial or 
commercial purposes,” and which have 
a “maturity at the time of discount of 
not more than 90 days.” It is doubt- 
ful whether 20 per cent. of the total 
loans and discounts in the commercial 
banking institutions of this country at 
the present time conform to this theo- 
retical ideal of short term self-liquidat- 
ing paper. 

The reason for this lack of demand 
for pure commercial credit is related to 
the fact that the business of this nation 
is, in fact, being conducted more and 
more each year by large business units 
and to the fact that the financial prac- 
tices of fbusiness have been changing. 
There has been an increasing tendency 
to obtain funds through the issuance 
of securities rather than through com- 
mercial bank borrowings. The demand 


Condensed from a recent address. 


[: seems to me that a significant 


for credit by small and medium-sized 
merchants and industrialists has become 
correspondingly less. This demand for 
credit formerly supplied banks, particu- 
larly in the smaller centers, with an 
outlet for their funds which was dis- 
tinctly commercial ‘in nature. The im- 
portant point is that this curtailment in 
the demand for commercial loans has 
forced banks to employ their funds else- 
where. I do not argue the efficiency of 
this change. I merely urge cognizance 
of its reality, because it has brought new 
problems to banking. 

This change has been evidenced by 
the increased importance of investments 
in securities as an outlet for bank funds 
and as a source of earnings. Whereas 
during the past five years there has 
been a marked decrease in the volume 
of loans and discounts, there has been 
an increase in the security holdings 
of banks. 

From the standpoint of bank losses 
this increase in the proportion of in- 
vestment securities to total loans and 
discounts has brought with it new prob- 
lems. Losses on loans and discounts for 
national banks during the past 15 or 
16 years have been about $1.00 per 
year for each $100 of loans and dis- 
counts. On the other hand, losses on 
bonds and securities, exclusive of obliga- 
tions of the United States Government, 
have averaged approximately $2.00 per 
year for each $100 of investments. Thus 
we see that the losses on investment 
securities have been approximately twice 
as great as the losses on loans and dis- 
counts. The proportion of write-offs 
subsequently recovered seems to be 
about the same for both classes of 
investments. There is no reason to 
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believe that the experience of state 
banks has been substantially different 
from that of national banks. The 
obvious deduction to be made from 
these figures is that banks on the whole 
have been better able to appraise the 
credit risk involved in a loan or dis- 
count than in an investment in bonds 
or securities. 

The fact that banks have incurred 
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relatively more losses in their investment 
accounts than in loans and discounts is 
now of increasing significance to bank- 
ers. The curtailment of losses in this 
group of assets particularly demands 
the attention of bankers. The solution 
will lie largely with bankers themselves 
and in the use of men trained and 
skilled in the analysis and study of 
investment portfolios. 


Banks and Government Bonds 


THE large and growing amount of 
Government obligations held by the 
banks of the country, in view of the 
continued deficit and the increase in 
the public debt, is becoming a subject 
of no small concern to the _ banks. 
This problem was fully discussed by 
Orval W. Adams, executive vice-presi- 
dent of the Utah State National Bank, 
Salt Lake City, in a recent address 
before the convention of the Michigan 
State Bankers Association. Concern- 
ing this problem Mr. Adams said: 


“In recent years 60 per cent. of new 
Government borrowings have gone into 
and remained in the hands of banks. 
This could have occurred only because 


of the confidence of bankers in the 
obligations of Government, and because 
the banks were unable otherwise to 
make advantageous use of their re- 
sources. 

“By rendering it impossible to loan in 
competition with Government agencies, 
the Government has forced the com- 
mercial banks to limit their activities 
largely to serving as a clearing house 
for their customers, and no speculation 
in Government bonds. While a stabil- 
ization fund was employed to maintain 
a fictitious value for obligations of the 
Government, opportunity was afforded 
commercial banks to make a profit out 


of this speculative business, but that 
such profits are those which should be 
prohibited to commercial banks is ele- 
mentary. Government bonds, as a 
secondary reserve, were justified in the 
past because of the limited volume of 
such bonds in comparison with the 
market therefor. When the volume 
so far exceeds the market that in fact 
no market exists, the justification for 
holding such bonds fails. The simple 
fact is that the commercial banks today 
are investment bankers dealing exclu- 
sively in obligations of the United 
States, which obligations they are un- 
able to market because no investment 
market exists for them. They are there- 
fore violating that principle of banking 
which says that the funds of depositors 
payable on demand should not be in- 
vested in long term non-self-liquidating 
loans. In fact, it is even worse than 
this because we not only know that we 
are using demand deposits to speculate 
in such securities, but we know further 
that the Government may refuse to 
give back value equal to what it takes 
from us. We know that it is likely 
to do so since it has already developed 
the habit, and since its demands are be- 
coming increasingly pressing, and we 
know also that in the event it elects to 
do so, there is nothing we can do 
about it.” 





Unbiased Study of Banking Needed 


“The Bank Man,” Says the Brookings Institute, Is Best Equipped 
to Make Such a Study 


The ideal banking system of yes: 

terday does not necessarily best 
serve the needs of tomorrow. A new 
and non-partisan survey of our present 
system is needed. This is the view of 
The Bank Man, the official publication 
of the Chicago Chapter of the American 
Institute of Banking. A recent editorial 
says: 


Bm is dynamic, not static. 


“Twenty-five years ago the National 
Monetary Commission, appointed as a 
result of the Panic of 1907 to find out 
what were the shortcomings of the 
American Banking System was produc- 
ing a library of banking history and 
practice, and gathering a store of in- 
formation the like of which had never 
existed. This study provided the back- 
ground from which the theories under- 
lying the establishment of the Federal 
Reserve System were drawn. 

“It was hoped, and accepted as a fact 
by many, that the banking troubles 
which had _ pestered our economy 
throughout its entire existence were 
ended. How naive was such a conclu: 
sion has now been amply demonstrated. 
There is therefore today an insistent de- 
mand, supported we believe by prac: 
tically ali banking, as well as business 
organizations, for a new review of bank- 
ing and the part it plays in our economic 
set-up; and some of these demands, 
wisely using past experience as a base, 
are for a continuing study of banking 
that will extend into the future and 
take note of changing conditions. We 
are learning that banking, as well as law 
and other social institutions, is dynamic, 
that its practice must be characterized 
by change rather than following a set 
formula. The discussions with refer- 
ence to the Federal Reserve are illus 
trative. 


“Throughout its entire existence the 
Federal Reserve System has been lib- 
erally praised and as freely damned, 
most freely by those with the least 
knowledge of the facts. Obviously it 
is ridiculous to have expected the Fed- 
eral Reserve to function precisely as 
anticipated in a world which was 
speedily turned upside down, or inside 
out, in comparison with all previous 
notions of its behavior. The test of the 
Federal Reserve should not be how 
closely it has followed a pattern, but 
how adaptable it proved to the exigencies 
of its times. The same thing applies to 
all banks. 

“Fortunately we are now equipped 
with agencies competent to make such a 
study; agencies that come as close to 
being impartial and interested only in 
the facts as anything of human devise- 
ment can be. There are a number but 
the one most frequently mentioned, and 
which in many respects would seem to 
be the most logical choice is the Brook- 
ings Institution, of Washington, D. C. 
We would like to see the Brookings 
Institution undertake this work not only 
because of the many excellent works of 
this character that it has done but be- 
cause our old friend, and the educational 
director of Chicago Chapter for some 
years, Dr. Harold G. Moulton, who is 
its head, has made a lifelong study of 
banking and finance and would under- 
take the task with the enthusiasm of 
the real scholar.” 


—@— 


Economy: A way of spending money 
without getting any fun out of it.— 
Readers’ Digest. 


Committee: A body that keeps min- 


utes and wastes hours.—Wall Street 
Journal. 





Cut Courtesy Remington-Rand 


Using Portable Typewriters in the Bank 


NUMBER of Eastern banks are 
using portable typewriters with 
perforating type to good ad- 


vantage. The Brooklyn Trust Com- 
pany, one of the earlier users of the 
portable machine, through William M. 
Harris, purchasing agent, reports their 
successful use of this new equipment 
as follows: 

“First off, we were having very un- 
satisfactory experience with the various 
makes of check-writers which, at their 
best, were inefficient for the reason 
that they only partly supplement pen 
and ink or another typewriter in the 
preparation of checks prepared at the 
request of our customers. The old 
system required at least two separate 
operations on the part of the teller and 
372 


the finished check generally was half 
handwritten and half  check-writer 
mascerated. 

“It was my desire that we obtain 
pin-point typewriters which were to be 
used by the tellers at their windows 
and which could be shoved back under 
the counter when not in use, for the 
sake of convenience. The use of large 
typewriters in tellers’ cages is absolutely 
impossible. 

“The aim of all bankers in the prep- 
aration of their records is that the 
customer shall receive identical copies 
of the bank’s record to obviate errors 
or misunderstandings. 

“In the past we have used numerous 
manifold books, preparing several like 
copies of each. The first usually written 
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in pencil was given the customer. These 
notices or multiple forms were neces- 
sarily prepared by the tellers at the time 
the transaction took place. By intro- 
ducing a portable typewriter into the 
teller’s cage we make it possible for him 
to use carbon spotted fanfold forms 
and thus produce legible and uniform 
copies which present a much better 
appearance to the customer and far 
more satisfactory records for the bank. 

“In practice this method of type- 
written advices has exceeded our most 
sanguine hopes and at the present time 
our tellers use these machines for the 
preparation of the following types of 
forms: Office checks, foreign drafts 
(7 copies), return item forms (4 
copies), collection forms (7 copies), 
collateral and unsecured notes, return 
item charge advices, mail deposit ad- 
vices (2 copies), safe-keeping receipts 
and incidental debit and credit tickets 
where it is advisable to have an in- 
effaceable record. 

“Prior to the installation of these 
particular typewriters it was impossible 
for the teller to prepare these forms 
on a typewriter, although the work was 
essentially his. Our use of these port- 
able machines has doubled the useful- 
ness of the teller, giving better appear- 
ance to our records, and has provided 
the safety which obtains from using 
perforating type to produce records 
which cannot be changed.” 

The teller’s use of the portable type- 
writer equipped with pin-point type is 
especially timely and effective in the 
preparation of “Collection Forms” and 
“Return Item Forms.” And the fact 
that the machine is at the teller’s elbow 
provides the speed necessary to expedite 
the work at hand and to further weld, 
in the customer’s mind, the up-to-date 
minute service angle that every good 
bank constantly strives to maintain. 


Banks in general can make excellent 
use of this new equipment, which doubles 
the usefulness of tellers, which neces- 
sarily cuts bank operating costs, and 
which provides a further and valuable 
service to waiting customers. 
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nsurance 


and 


nnuities 


— From the Buyer's 
Point of View 


By E. C. Harwood 
and Bion H. Francis 


HIS book, which was published by 

the AMERICAN INSTITUTE FoR 
EconoMic RESEARCH, (a non-political, 
non-commercial organization), is de- 
signed to make valuable information 
available to the average man who buys 
life insurance and annuities. @ Every- 
one knows that it is not wise to “in- 
vest without investigating’ and yet 
how few people give adequate study 
to the problems involved in the pur- 
chase of life insurance. And for a 
large portion of all buyers, their life 
insurance policies are the most impor- 
tant purchases made throughout their 
lifetime. Of vital interest to the life 
insurance and annuity buyer are the 
cost studies of various policies which 
are one of the features of this book 
enabling the reader to determine what 
policy is best fitted for his needs. Q In 
preparing this book technical words 
and the more complex aspects of the 
subject have been avoided as far as 
practicable. QIf you wish to buy life 
insurance and annuities intelligently— 
if you, as a banker, wish to be able to 
give sound advice to those who seek 
your counsel—do not fail to read 


this book. 
Price $2.50 


Bankers Publishing Company 


465 Main Street 
CAMBRIDGE, MASS. 





. .- in the management of the bank’s earning assets 
lie possibilities for either success or failure... 


LOSSES 


IN BANK EARNING 


ASSETS 


The Problem and How To Meet It 


By FREDERICK MUELLER, Jr. 


@ Losses in the earning assets of banks have been largely responsible for the 
late-lamented banking crisis and for the large number of bank closings which 
were reported annually prior to that event. Bank closings have been caused 
not so much by the increased cost of bank operation as by heavy losses in the 
bond and loan accounts. 


@ Recognizing the importance of the handling of the “earning assets” in success- 
ful bank management, Frederick Mueller, Jr., has made this analytical study of 
the problem and in this book he presents the facts and his conclusions. He has 
observed bank policies as to the investment of the earning assets during the past 
decade and has traced the results of such policies as revealed in the figures of 
losses in both the investment and loan accounts. 


@ Bank executives who wish to check their own experience with that of banks in 
general—who would compare their own policies with general banking trends— 
will find this book of great value and interest. 


@ To examine a copy without obligation, fill out the coupon below. 


APPROVAL ORDER COUPON 


BANKERS PUBLISHING COMPANY 
465 Main STREET, CAMBRIDGE, Mass. 


You may send me on 5 days’ approval a copy of “Losses in Bank Earning Assets” 
by Frederick Mueller, Jr. At the end of 5 days I will either send you my check 
for $3 or return the book. 





How to Obtain Bank Costs 


Classification of Accounts 


By E. S. Woo.LrEy 


President, E. S. Woolley Corporation, New York 


This is the eleventh of a series of article on bank cost accounting. The 
first article appeared in the December number.—Enpitor. 


HE preceding articles deal entirely with cost-finding 

in banks where no departmental records are kept. 

This and the succeeding articles show how bank books 

may be kept on a departmental basis with little, if any, 
additional clerical work. 

The time to distribute expenses between departments is 
as the transactions occur. They, naturally, will be much 
more accurate if distributed then than if picked up a year 
later. Correct departmental distribution of expenses aids 
materially in correctly ascertaining item costs. Forms for 
currently picking up the number of items handled in the 
different departments are shown as Exhibits W shown on 
pages 376 and 377. These can be recapitulated daily. 
Preferably on the “daily statement.” Such a daily state- 
ment form is shown on pages 378 and 379 as Exhibit X. 
As will be seen this statement accumulates all important 
daily information into one place, showing balance sheet 
items on one side, and statistical information on the other. 
On the balance sheet side like accounts are brought to- 
gether. On the reverse such important daily statistical 
information such as (1) the change in the various classes 
of deposit accounts, (2) the number of items handled, 
(3) percentage of cash reserves and liquidity to desired 
percentages are shown. Other statistical information such 
as “‘tellers’ overs and shorts” and “accounts open and 
closed”” may also be included. 

There are only two reasons for keeping books. One 
reason is for historical records. The other is as an aid to 
management. Keeping books on a departmental basis 
proves of great aid to management. If management had 
known month after month, for example, that the com- 
mercial department was losing money, the so-called service 
charges would have been universally installed years ago. 
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SAVINGS DEPARTMENT 


Date 








cesits CREDITS 


NUMBER AMOUNT NUMBER AMOUNT 


Cashier's Checks 
Savings, Regular 
Savings, Xmes 


Partial Payment on Industrial Loans 





Time Certificates 





Drafts 
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NUMBER AMOUNT NUMBER AMOUNT 
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Savings Accounts 





EXHIBIT W 


If books are kept on a departmental basis the monthly 
preparation of a departmental profit and loss account such 
as was shown on Exhibit F in the April number is easily 
prepared. 

This departmental distribution of income and expenses 
however is facilitated if the accounts are classified. Classi- 
fying the accounts also aids very materially in the general 
work of the bank. When accounts are properly classified, 
those of like nature are brought together. There are many 
ways of classifying accounts, but probably the combination 
of the letter and number series is as simple a way as can be 
found for ease in remembering the account number. This 
method can be adapted to any size bank, no matter how 
large or how small. It merely uses letter series for the 
main departmental divisions and a numerical series for de- 
partmental expense distribution. 

Another great advantage of using a classification of 
accounts is that it shortens work by reducing mispostings. 
Furthermore the account numbers can be used in many 
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DAILY STATEMENT AS AT 


AESOUACTS 


A CASH RESDRVES | D. DEPOSITS 
D- 1 Individual—Main 
D- 2 Country Banks 


A 7 Exchanges tor CH. 
A- 8 Checks & Other Cash Items 
A- 9 Branch Office 
Alo 
Total Cash Reserves 
{% to Totals 


| l 
|| B EARNING ASSETS } i 4 D132 Savings Regular 
B- 1 Local Loans—Secured } | } D3 Xmas & Clubs 
|| B 2 Local Loans—Unsecured ' i D146 School 
| B-3 Deniers Installment Notes : ! D-15 Time Certificates 
| B 4 RE Mortgages—City { ; D6 Trost Punds 
B- 5 RE. Mortgages—Farme H D7 Postal Savings 
ns D-i8 Branch Savings 
D9 Branch Certificates 
D20 
Tota! Time Deposits 
Total De posits 
% to Tota 


& SUNDRY LIABILITIES & RESERVES 
lecte 














F. INVESTED CAPITAL 
Fl Capital Stock 


FS Undivided Proats 




















EXHIBIT X 


cases to designate the account rather than writing the 
account name. This form of classification also provides an 
index to the accounts and permits turning to the account 
rapidly when required. In any classification, enough elas- 
ticity must be given in order that new accounts in the same 
classification can be inserted in their proper places without 
destroying the general trend. 

Ease of operating is another important point in arrang- 
ing a Classification of accounts. For this reason, the com- 
bination of both letter and number series works to the best 
advantage. If a number series alone is used the numbers 
soon get so large that they become cumbersome. If both 
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DAILY STATEMENT AS AT 


ACTIVITY 


RESERVE WITH FED RES. DANK 
1% of Net Demand Deposit 


ND SHORT 

















EXHIBIT X 


the letter and number series are used, the numbers can be 
kept very much smaller. Such a classification is shown 
herein to better illustrate the points involved. In this series, 
balance sheet and interest and other income accounts are 
given letter series. The various departmental expense 
accounts are given number series. When such a system 
is put into effect, the numbers soon become synonymous 
with the names of the accounts. It will be found that it is 
no longer necessary to use names, but that the numbers 
alone will be sufficient to designate the accounts. Naturally 
the first thing to do in building a classification of accounts 
is to decide upon the number of departments that are neces- 
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sary in the bank. This will depend upon the size of the 
bank. Some of the smaller institutions may require only a 
few departments, the larger ones many departments. By 
using the combination letter and number series however 
it will be elastic enough to meet any requirements. 


THE MIDDLEWEST NATIONAL BANK 
MIDDLEWEST, U. S. A. 


SERIES DEPARTMENT 
A Cash Reserves 
B Earning Assets 
Fixed and Sundry Accounts 
Deposits 
Sundry Liabilities and Reserves 
Invested Capital 
Interest Received (Income from Invested Funds) 
Other Income 
M Interest Paid 
100 Commercial Department Expense 
200 Country Bank Department Expense 
300 Public Funds Expense 
400 Drafts, Checks and Collections 
500 Savings Department Expenses 
600 Trust Department Expenses 
700 Safe Deposit Department Expense 
800 Real Estate and Bond Department Expense 
900 Building 
1000 Investment and Loaning Costs 
1100 Cost of Notes 
1200 Transit and Clearings Expense 
1300 Proof Department Expenses 
1400 Analysis Department Expenses 
1500 General Administrative 
1600 Use and Occupancy 
1700 New Business Promotion 


CLASSIFICATION OF ACCOUNTS 


Cash Reserves: 
Cash in Vaults 
Federal Reserve Bank—Collected 
Federal Reserve Bank—Uncollected 
Chiponel National Bank, Chicago 
Cattle National Bank, Chicago 
Rush National Bank, New York 
Southern National Bank, St. Louis 
Canada Bank, Winnipeg 
Collections in Transit 
Direct Sendings 
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A—11 Exchanges for Clearing House 
A—12 Cash Items 
B Earning Assets: 
B— Local Loans—Secured—Demand 
B—: Local Loans—Unsecured—Demand 
B—: Local Loans—Secured—Time 
B— : Local Loans—Unsecured—Time 
B—! Real Estate Mortgages—City 
B— 6 Real Estate Mortgages—Farms 
B— Call Money and Commercial Paper, etc. 
B— United States Government Securities 
B— § State, County and Municipal Bonds 
B—10 Railroad and Traction Bonds 
B—11 Public Utility Bonds 
B —12 Industrial Bonds 
B —13 Foreign Bonds 
B—14 Real Estate and Miscellaneous Bonds 
B—15 Federal Reserve Bank Stock 
B —16 Bonds to Secure Circulation 
B —17 Premiums and Discounts on Bonds Purchased 
Fixed and Sundry Assets: 
Interest Receivable Accrued 
Prepaid Expenses 
Customers’ Liability—L. of C. 
5 Per Cent. Redemption Fund 
Other Real Estate 
Bank Building and Lot 
Furniture and Fixtures 
Mechanical Equipment 


‘ 


C 
Cc 
C 
C 
C 
Cc 
C 

Cc 


De posits: 
Individual 
Country Banks 
Public Funds 
U. S. Government Deposits 
Demand Certificates 
Cashiers’ Checks 
Certified Checks 
Savings—Regular 
Savings—Christmas and 50 Week Clubs 
Time Certificates 
Trust Funds 
Postal Savings 

Sundry Liabilities and Reserves: 
Discounts Collected Not Earned 
Accounts Payable 
Liability L. of C. 
Bills Payable 


Rediscounts 
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Circulation Outstanding 
Reserve for Interest 
Reserve for Depreciation—Building and Equipment 
Reserve for Bond Depreciation and Losses 
Reserve for Contingencies 
Reserve for Dividends 
Invested Capital: 
Capital Stock 
Surplus 


Undivided Profits 


Interest Received (Income from Invested Funds ): 
Interest Received—Local Loans 
Interest Received—R. E. Mortgages 
Interest Received, Call Money and Commercial Paper, etc. 
Interest Received, U. S. Government Securities 
Interest Received, State, County and Municipal Bonds 
Interest Received, Railroad and Traction 
Interest Received, Public Utilities 
Interest Received, Industrial 
Interest Received, Foreign 
Interest Received, Real Estate and Miscellaneous 
Dividend Federal Reserve Bank Stock 
Interest Received, Bonds to Secure Circulation 
Profit and Loss from Sale of Bank Owned Securities 
Interest Received, Banks 

Other Income: 
Service Charges Commercial Department 
N. S. F. Check and O. D. Charges 
Tellers’ Exchange Commercial Department 
Service Charges Country Bank Department 
Exchange Country Bank Department 
Collection Department Income 
Exchange—Cashiers’ Checks, Drafts, ete. 
Foreign Exchange 
Service Charges—Small Loans 
Past Due Note Charges 
Closed Account Charges—Savings Department 
Real Estate Loan Commissions 
Commission on Stocks and Bonds 
Safety Deposit Box Rentals 
Safekeeping Charges 
Trust Department Fees 
Building Rentals 
Income and Expense—Other Real Estate 
Unclassified 

Interest Paid: 


Interest Paid Individual Commercial 
Interest Paid Country Banks 


K 
K 
K 
K 
K 
K 
K 
K 
K 
K 
K 
K 
K 
K 
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Interest Paid Public Funds 
Interest Paid U. S. Government Deposits 
Interest Paid Demand C. Ds. 


Interest Paid Savings Regular 
Interest Paid Christmas and 50 Week Clubs 
Interest Paid Time C. Ds. 
Interest Paid Trust Funds 
Interest Paid Postal Savings 
Interest Paid Bills Payable 
Interest Paid Rediscounts 
Expenses: 
Salaries 
Stationery and Supplies 
Checks and Pass Books 
Imprinting Checks 
Exchange Paid 
Forgeries and Lost Items 
Cash Over and Short 
Express and Freight 
Repairs Equipment 
O —10 Attorneys’ Fees 
O—11 Traveling Expense 
O—12 Entertainment 
O —13 Unclassified 
O —14 Insurance and Bonds 
O—15 Postage 
O —16 Telephone and Telegraph 
O—17 Taxes 
O—18 Subscriptions and Dues 
O—19 Donations 
O —20 Bank Examinations 
O —21 Rent 
O —22 Depreciation and Repairs—Furniture and Fixtures 
O—23 Light and Heat 
O —24 Janitors’ Supplies 
O —25 Advertising—Newspapers and Periodicals 
O —26 Advertising—Circulars 
O —27 Advertising Novelties 
O —28 Advertising Special Drives 
O —29 Borrowers Life Insurance Premiums 
O —30 Losses—Notes 
O—31 Losses—Mortgages 
O —32 Losses—Bonds 


The expenses shown above are the general ledger 
classification. Each different class of expenses being kept 
separately in the general or expense ledger. The depart- 
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mental distribution is made through the expense distribu- 
tion journal. The general expense numbers as shown will 
be preceded by the departmental number. For ex- 
ample O—1 is total salaries and is the amount posted to 
the “salaries” account in the general ledger, “Salaries com- 
mercial department” would be 101. “Salaries country bank 
department” would be 201. Salaries of the investment and 
loaning costs would be 1001. If stationery and supplies 
are given the number of 2, then 102 would be stationery 
and supplies for the commercial department and 402 would 
be stationery and supplies for the safe deposit department. 

In this way, the personnel of the bank soon becomes 
quite conversant with the numbers and considerable ease 
is obtained in posting to the various accounts. Therefore 
errors in posting are reduced. Im the arranging of a 
classification of accounts, it is well to bring those expense 
accounts together which can be directly distributed. For 
example such expenses as express and freight, checks and 
pass books, etc., can be definitely allocated to the depart- 
ment. Likewise stationery and supplies can be distributed 
from the invoices. 

Other items which need to be distributed in a ratio basis 
between departments also should be brought together. This 
makes for ease in the preparation of statements, and in the 
distribution of expenses in between the departments for the 
preparation of the departmental profit and loss account. 
It will be noted that a department is given for new business 
promotion and amounts expended in new business promo- 
tion should be kept under this classification. The reason for 
this is again better administration. 

In other words, advertising for new business is hardly 
a charge against business at present in the bank, but is a 
charge against the business that is secured therefrom. 
Therefore the executives ought to know whether or not such 
advertising is paying. The only way that this can be ascer- 
tained is to find out the cost per thousand dollars of new 
business procured. 





Scientific Account Analysis 
Expediting the Work 


By Freperick W. Herzen 


This is the eleventh of a series of articles on account analysis of checking 
accounts. The first article appeared in the December issue.—Eprror. 


BANK maintaining cost records could, by applying 

A ite principles of account analysis as here outlined, 

produce a truly scientific analysis of any account, 

that would be accurate and fully informative. It would 

then be possible to deal intelligently with any account. 

Every requirement could be stated precisely and the banker 

would be in possession of information to enable him to 

logically substantiate each requirement he made of his 
depositor. 

This information for but a few accounts would be of 
material value. ‘The same information for every account, 
every month, would be of considerably greater value. To 
make an analysis of every account, every month, may at 
first appear to be such a colossal job that many would 
hesitated to engage in such a program. 

That bankers will have to lean heavily on the income 
obtained by direct assessment of individual accounts in 
order to maintain earning stability is no longer a theory 
but is a recognized fact. If this source of revenue is to 
be a primary one and we are to be equitable in our treat- 
ment of customers, we cannot be satisfied with nor will the 
depositors accede to the principle of singling out a few 
accounts to stand the brunt of supplying the additional 
revenue required by the banks. 

The importance of this source of revenue precludes a 
summary disposal of the problem because of the fact that 
some additional detail work may be encountered. Until 
some better means of building up a bank’s earning power 
is provided, to consider anything less than a complete 
exploitation of the possibilities from this source of income 
is unwarranted. 

A few trial analyses will prove that, once the routine 
is established, a complete analysis of an account can be 
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FIRST NATIONAL BANK 


In Account With 


ACCOUNT NUMBER THREE 
Monthof April 


oo) Sew | DATE | per eal | BALANCE 
' Balance Forward MAR 31 34 4, 5. 33.00% 
4s 2,50 AR 2% 4740008 


wR 2 
5,00 WR 3% 
WR 7 
1,50 APR10 3% 
APR 12 "34 
WPR14 4 
1,20 AR16% 


WR1E 
WR21 


458000% 


5,894.71 
4,819.71% 


5,335.57 
5,20757% 


3,688.37 # 
4188372 


394526% 
391081 
3,87036% 


2,10 R213 
APR 23 34 381840 


WR245H 379218 


1,80 AR25 % 3258.05 % 


a 


008274 
6,07899% 
B53354% 


O 


ON THE BACK OF THIS STATEMENT IS PRINTED AN ANALYSIS 
FORM AS ILLUSTRATED ON PAGE 387 
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THIS ANALYSIS FORM IS 

PRINTED ON THE BACK OF 

THE STATEMENT SHOWN ON 
PAGE 386 
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executed in a few moments. Compare those few moments 
with the time and effort devoted to servicing an account 
throughout the month and it will seem ridiculous that there 
would be any hesitancy in so doing. Some accounts have 
received service in excess of what they were entitled to for 


years. Hours every month are devoted to their benefit at 
the bank’s expense. Another few moments would establish 
that fact and probably enable the bank to turn the account 
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IN THE ABOVE FORM THE READER SHOULD VISUALIZE THE FIGURES AND 
WORDS IN PARENTHESES AS IF THEY WERE PRINTED IN RED 
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from one that constitutes a loss into one that produces its 
share of income for the bank. 

It is impossible to determine the true status of an 
account by casual inspection. If it was we would not need 
to analyze any of them. If it was to be the policy to ana- 
lyze only a limited number of accounts it would be difficult 
indeed to select the ones that should be so analyzed and 
those that should not be. 

Even if it was possible to make a fair approximation 
as to which accounts needed to be analyzed, the status of 
accounts change so rapidly that it would be necessary to 
examine accounts perpetually in order to keep the list, 
selected for analysis, up to date. Such a policy would only 
be a makeshift one, adopted in the hope of reducing slightly 
the work involved. 

If the selection of accounts to be analyzed is conscien- 
tiously done, the time of so doing will be as great as will 
be the time needed to make complete analyses of all ac- 
counts. Furthermore, it would require the attention of 
higher priced personnel and consume the time of officer 
personnel that could be more profitably employed otherwise. 
If the job is not done conscientiously it will soon become 
so lax as to be of little benefit. Most policies permitting 
of any laxity usually become quite so after the first flush 
of enthusiasm wears off or a new, even though less impor- 
tant, interest is created. 

The most economical way to handle this problem is to 
include the analysis of every account as a regular bank 
routine. Records will then be complete and assurance will 
be had that no account is being overlooked, no account 
will slip from a profitable to an unprofitable status, with- 
out notice. 

Including this work as a regular banking routine will 
necessitate a study being made of how it can be best fitted 
in with the other routine of the bank if the greatest effi- 
ciency possible is to be attained. Hours of study that will 
result in but a few moments saved in daily routine can be 
considered hours well spent, for the small daily economies 
will be maintained indefinitely and far exceed the value of 
the few hours spent in planning the work. 

Internal efficiency is a problem for each institution to 
solve for itself. While it would be impracticable to attempt 
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a general outline of how efficiency could be increased for 
banks in general, it will not be amiss to suggest some steps 
that could be practically adopted in reference to the mass 
analysis of accounts. Properly planned, the job will not be 
as stupendous as it would at first appear to be. 

Regardless of the analysis method employed, before it 
‘an be attempted it will be necessary to assemble certain 
basic data upon which the analysis can be based. The ac- 
cumulation of these data usually accounts for the major 
portion of the time necessary for this work. 

If a bookkeeping machine is used that produces a state- 
ment similar to the one illustrated, the basic data necessary 
for account analysis will be recorded automatically as the 
routine daily work on an account is being done. A manu- 
facturer of such equipment would be pleased to co-operate 
with any bank and explain how such a record can be made 
with little additional effort over what is now being expended 
in the operation of less efficient machinery. 

If the necessary basic data are available for every ac- 
count, the actual analysis work can be so planned that a 
complete analysis of every account, every month, can be 
had in most institutions, without any increase in the per- 
sonnel. 

On the statement illustrated, the information to the 
right of the deposit column is recorded on a detachable 
stub. This stub is addressed simultaneously with the ad- 
dressing of the statement and therefore, when it is detached, 
at the time the statement is rendered to the depositor, it 
does not lose its identity. This stub not only serves the 
purpose of an economically made record, but is ideal be- 
‘ause it is the original record and therefore authentic. The 
element of error due to transcribing the information shown 
to other records, as well as the labor of so doing, is thereby 
avoided. 

The usual time period covered by an analysis is the 
‘alendar month and the logical time to make the analysis 
is during the successive month. 

This stub, after being detached, having no direct bear- 
ing upon the compilation of current records, can be worked 
upon by the bookkeeper during any odd moments he may 
have available for the purpose. Further, the entire analysis, 
or any part of it, can be delegated to anyone having any 
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spare time during the day that they could devote to it. The 
only mathematical qualifications necessary for those doing 
the work would be the ability to add and subtract. 

The first step would be to summarize the data on these 
stubs by totaling the columns as previously explained. The 
second step would be to transcribe the summarized data to 
the analysis forms. 

To reduce the number of records required and also to 
further facilitate the completion of the work, the analysis 
form can be printed on the reverse side of the stub. By so 
doing, the original record and the completed analysis will 
require no more filing time or space than would either 
record individually. 

In this form, the two records will be permanently to- 
gether and cannot become detached from one another. 
This results in a record that is more conveniently referred 
to when necessary, as well as one that is more conveniently 
compiled in the first place. 

The forms used are illustrated on pages 386 and 387 
showing the assistance they afford in transcribing the sum- 
marized data onto the analysis form. 

After adding the respective columns on the front of the 
statement stub, the totals are recorded on the reverse side 
at the places designated for the information. The form is 
thus prepared for a complete analysis, which can be made 
quite rapidly with the assistance of the various tables given 
with previous articles. 

The work as here planned does not require that each 
account be analyzed in its entirety before proceeding to 
the next analysis. The work has been so simplified that a 
continuity of thought is not necessary for the completion of 
an analysis. It is not only unnecessary to make a com- 
pleted single analysis before proceeding to the next one, but 
it would increase the speed of the work if a single step were 
completed for a number of accounts first and then a succes- 
sive step taken for the same accounts, and so on until the 
total number of steps for all were completed. 

To be more explicit, if an individual was to analyze one 
hundred accounts, the entire job could be completed more 
quickly by recording first the float requirements for the 
entire number of accounts, then record the items require- 
ments for the entire number and so on until the entire one- 
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hundred accounts had been completed, than would be the 
case if a complete analysis of each account were made indi- 
vidually as it was encountered. 

This procedure has two distinct time saving advantages. 

First, it reduces the physical labor of referring to va- 
rious tables. If the float requirement only for one hundred 
accounts is first recorded, this step for the entire number 
of accounts will be completed with one location of the float 
table, whereas, if all steps of an analysis are completed for 
a single account first, it would then mean locating the float 
requirement table one-hundred separate times. 

The analysis forms being smaller and easier to handle 
and requiring no special attention for selection, it is easier 
to turn these small forms over, producing the successive 
account on which to record the data, than it is to continually 
refer to various tables required for a complete analysis of a 
single account. 

Secondly, it is a simpler mental process to record a 
single factor a number of times than it is a number of 
different factors a single time, even where the work has 
been reduced to such a simple process as that of merely 
referring to a table. Also, quite often, adjacent accounts 
may have an identical, or an almost identical, number of 
units of a given factor and a single reference to the table 
may therefore suffice for more than one account. 

The time economy made possible by group analyses over 
completed single analyses will prove to be a material one 
even if one person were to make all of them. Where the 
work is to be split up and delegated to a number of people, 
the time economy will become even more apparent. 

With the assistance of careful planning and the co- 
operative effort of the personnel, it will be found that com- 
plete analyses of all accounts can be made without an 
undue burden being placed upon any individual. If, how- 
ever, it is deemed more advisable to be satisfied with less 
than complete information during the initial stages of set- 
ting up this routine, it is suggested that an analastic 
analysis be made of every account and that a proof of 
analysis be made for but a limited number, the number of 
proofs being gradually increased as the proficiency of the 
staff increases. To start with, it might be considered suf- 
ficient to make proofs of only those accounts having de- 
ficient balances. 





A SuccessFUL REMODELING JoB 
THE First National Bank of Rhinebeck, N. Y., established in 1853, has occupied its 
present quarters, with only minor changes, for fifty-four years. Recently this building 
was completely remodeled as shown in the pictures above and below. Above is the 


bank’s interior before the changes were made and below is the modern banking room 

after alterations were completed. A modern safe deposit vault was provided and 

officers’ quarters at the right rear. The remodeling was designed and constructed by 
the Tilghman Moyer Company of Allentown, Penn. 





Genial Check-Writer at Large 


New York Times Reports Altruistic Traveler Who Issues Fabulous 
Checks on Non-Existent Bank Account 


GENIAL but impoverished trav- 
eler, who in the last eighteen 
months has visited most of the 

United States, is rapidly endearing him- 
self to the officials of the Irving Trust 
Company, New York, even though his 
generous nature has compelled them to 
adopt a form letter that informs recipi- 
ents of his bounty that his intentions 
are better than the checks he writes. 

His traveling equipment consists ap- 
parently of only an indelible pencil and 
a liberal supply of brown wrapping 
paper cut to the size of bank checks. 
That he is easily pleased is borne out 
by the files of the bank, which show 
that on fifty-one occasions the unknown 
wanderer has bequeathed for “kindness 
and consideration” checks of $10 to 
$75,000. 

How many more of the worthless 
pieces of brown wrapping paper the 
man has distributed is unknown. His 
custom is to beg a cup of coffee or a bit 
of food, generally from a restaurant, and 
then to show his gratefulness he gives 
his benefactor a check. The signature 
never varies—it is “John S. Smith, 
Riga, Latvia, Europe.” 

$1000 FOR DRINK OF WATER 

His activities came to light when an 
Associated Press dispatch from Spring- 
field, Ill., told that Mrs. Carl J. Riefler 
of that city had written to the Irving 
Trust Company to find out if a check 
for $1000, given as a present for a cool 
drink of water, was good. 

Although bank officials said Mrs. 
Riefler’s letter had not been received, 
they had received a check from Pana, 
Ill. This one was made out to a 
waitress, and following her name, “Mr. 
Smith” had written “the waitress with 
the gold ring on,” which was the en- 
dorsement on the back of the wrapping 
paper check. 


The bank’s first check was from 
Dallas, Tex. It was for $4000 for a 
kindly woman who had given the hitch- 
hiking traveler a cup of coffee. 

That was in January, 1934. Since 
then checks have come from far and 
wide, extending to Los Angeles and 
other Pacific Coast points. The largest 
check, $75,000, came from Fremont, 
Ohio. The smallest was from Cham- 
paign, Ill. Both were drawn last Sep- 
tember and one was worth as much as 
the other. 

The checks are all drawn against the 
Irving National Bank of New York 
City, which went out of existence 
twelve years ago and was absorbed by 
the Irving Trust Company. 


LONG EXPLANATIONS DROPPED 


“Some of the recipients, believing it 
a joke, have held their check for some 
months,” said a spokesman for the com- 
pany. “Then, thinking it over, they 
decide that maybe there is some value 
to it and give it to the local bank for 
possible collection. The bank then sends 
it to us. At first we answered with 
lengthy letters. Now all we do is send 
out a form letter.” 

The bank has no intention of setting 
any detectives on the trail of their self- 
appointed customer. He has never tried 
to buy anything with the checks and 
has done nothing criminal. 

“Just a nobly generous man,” 
explained. 

The only information the trust com- 
pany has been able to gather about the 
check writer was from a vague descrip- 
tion supplied by one _ out-of-town 
banker that would indicate the wanderer 
is about 60 years old and likes cats. 
In Groton, S. D., he gave a woman a 
check for $4000 to pay for the upkeep 
of a stray tabby. 

Bank officials searched their records 

393 


they 
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for many years back but could find no 
record of any such “Smith” as a former 
depositor. However, they hope their 


new-found client will keep writing 
ch 
e 


>ks on wrapping paper. It takes the 


e 
dge off the dull routine of banking. 


Free Advisory Service on FHA Loans 


Michigan Bank Gives Architectural Assistance to Prospective 
Borrowers 


By Betty SuTTON 
Advertising Manager, American National Bank, Kalamazoo, Mich. 


N furtherance of the Federal Housing 
[rs we are sponsoring in our 

banking quarters every afternoon a 
free advisory service by local registered 
architects. As this service has just been 
introduced, its benefits cannot yet be 
judged, but inquiries upon its announce- 
ment have been promising. 

The advantage of competent archi- 
tectural supervision on new construc- 
tion means much to prospective build- 
ers. There have been instances where 
customers attempt to draw floor plans 
and have their contractors complete the 
plans according to individual taste. 
Many of these plans have been rejected 
by the Federal Housing Administration 
office in Detroit because of inconven- 
iences, poor ventilation and other rea- 
sons. Such procedure entails additional 
expense. Having the benefit of archi- 
tectural service, they know that when 
the plans are drawn, they will be accept- 
able to the Federal Housing Adminis- 
tration and the house will have a bet- 
ter resale value. Obviously, also, the 
time required for the commitment by 
Federal Housing Administration will be 
minimized. 

We were the first institution in this 
city to make an FHA loan, extended 
August 21, 1934. Our total volume 
under Title I is $39,848.62, of which 


$33,483.07 is presently outstanding, rep- 
resenting 8 per cent. of our local ad- 
vances, exclusive of real estate loans. 
Our average initial loan is $300. 

Servicing of the loans has been ex- 
tremely simple. The borrower is asked 
to name the day of the month most con- 
venient for his payments, and to remem- 
ber it; so no monthly notices are mailed. 
The few delinquents each time are con- 
tacted by telephone or mail, and in only 
two instances have delays in remittances 
run into the fifteen-day “penalty period.” 

Because of our volume we have re- 
cently segregated the FHA loans from 
our discount department, having one of 
our savings tellers handle these at his 
window in conjunction with his other 
work. The psychology of this move has 
seemingly stimulated additional interest. 
We are meticulous in accepting these 
credits, whether over the counter oz 
through supply houses. The recent 
ruling of the FHA regarding refrigera- 
tor paper has opened a further fertile 
field, with the additional protection of 
chattel mortgages, properly recorded. 

While the volume of Title I loans 
will doubtless continue to develop more 
rapidly than Title II, we enjoy a fair 
volume of the latter, which should in- 
crease as the public is educated to their 
attractiveness. 
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How Many Questions Can You Answer? 


TUDENTS in a course on bank 
management conducted by the St. 
Louis chapter of the American 
Institute of Banking were asked to 
designate whether each of the following 
list of fifteen statements was either false 
or true. Instructions were as follows: 
Read the statements carefully. On 
the left-hand side of those statements 
which in your estimation are correct in 
their entirety, place a plus (+) sign. 
On the left-hand side of those state- 
ments which you regard erroneous, even 
though false in part only, place a zero 
(0) sign. Do not attempt to correct 
any statements. Do not guess. If you 
are not certain of the answer, leave the 
statement blank. 
How many can you answer? 
they are: 


Here 


The Banking Act of 1933 increased 


the amount of stock required for 
bank directors so that at the pres- 
ent time directors in newly or- 
ganized national banks must possess 
a greater amount of stock of the 
institution than was formerly re- 
quired. 


Under existing laws national banks 
are permitted to issue but one type 
of stock. 

Newly formed national banks 
should give careful consideration 
to the possibilities of profit to be 
derived from the buying and sell- 
ing of investment securities either 
through an organized security sales 
department or a security afhliate. 
In general, the purchase and sale 
of stocks is prohibited to national 
banks. 

The Banking Act of 1933 limits 
the amount of loans which mem- 
ber banks may make to their ex- 
ecutive officers. 


Only member banks may borrow 
from Federal Reserve banks. 


7. In his credit analysis work the 
banker takes into account the sales 
to receivables ratio, which is im- 
portant because it reveals how fast 
the prospective borrower's accounts 
are being turned over. 

One of the major obligations of 
the administrative officers of a bank 
is to meet promptly and fully the 
demands of depositors. 

Federal Reserve member banks al- 
ways receive immediate credit on 
all checks sent to the local Federal 
Reserve bank for collection and 
deposit. 

The Securities Act of 1933 insures 
the purchaser of securities against 
loss. 

Compared with the previous legal 
requirements, the Federal Reserve 
Act has reduced considerably the 
reserves which national banks must 
maintain against demand deposits. 
Call loans and United States Gov- 
ernment bonds are suitable for in- 
clusion in a bank’s secondary re- 
serve account. 

The degree of solvency of a bank 
depends almost entirely on the 
character of its loans and discounts 
and of its investments. 

One important reason behind the 
adoption of budgetary control on 
the part of bank executives is that 
it gives an opportunity for self- 
analysis. 

A competent force of bank work- 
ers is obtained by employing bright 
beginners and giving them definite 
training for future work and by 
engaging the best talent available 
for such advanced positions as can- 
not be filled at the moment by pro- 
motion. 


The number of false statements are 
as follows: 

1. 2.3. 6: O aad 40: 
statements are correct. 


All 


other 





When Bankers Speak Out 


N the August number of THE BANKERS MAGAZINE we published an article by 
R. E. Doan of the Denver National Bank in which he strongly urged bankers 
to unite on a nation-wide co-operative advertising campaign to restore public 


confidence in banking and to improve public relations in general. 


While most 


bankers agree that public education is needed and that there is room for better and 
more effective advertising, there seems to be a sharp difference of opinion as to 
whether such advertising should be done on a nation-wide scale through co-operative 
advertising or whether it should be ieft to each individual to advertise locally as 


the local situation requires. 


We still continue to receive comments on Mr. Doan’s 


suggestions from various parts of the country, some of which are reprinted below. 


MUST BE A CONCERTED EFFORT 


“TI favor this plan, provided that it is 
carried out unanimously by the nation’s 
banks. To do its job, such a campaign 
must be a concerted effort of all banks, 
and not the purposeful attempt of a few 
institutions to bear the brunt of public 
education for the nation’s banking sys- 
tem as a whole. 


“I favor the plan with one more 
proviso, and that is predicated upon 


sound merchandising. No advertising 
is effective if the product is not stand- 
ardized, and therefore, let us make sure 
that the ‘product’ to be brought to pub- 
lic attention through your co-operative 
plan, namely banking service, meets a 
uniform standard of excellence through- 
out the territory to be covered by the 
campaign. In short, I favor co-opera- 
tive national advertising by the banks 
in conjunction with the professionaliza- 
tion of banking.’— A. P. Giannini, 
chairman of the board of directors, Bank 
of America, San Francisco, California. 


RIDICULOUS STATEMENTS SHOULD BE 
ANSWERED 


“IT have very strong feelings on this 
subject. I feel that when ridiculous 
statements are made to the public con- 
cerning banking, that is, ridiculous to 
the bankers, but not to the public, they 
should be answered immediately through 
the same medium that was used by the 
persons who made the ridiculous state- 
ments, and explained in such a man- 
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ner that the public will see how ridicu- 
lous the statements are. If that is done, 
the public will lose confidence in these 
demagogues, and if there is one thing 
a demagogue cannot stand, it is laugh- 
ter, especially when it is directed at 
him. 

“One other thing is that the bank- 
ers must learn how to do business. Time 
and time again bankers have demon- 
strated that they know how to do busi- 
ness, or feel they do, only when the 
financial skies are clear. In my opinion, 
bankers should work for fewer banks 
and less competition among banks, in 
conjunction with a campaign of pub- 
licity to the public that will re-establish 
and maintain public confidence; and 
the bankers themselves should be the 
policemen of their own profession.” — 
W. L. Gillespie, president, National 
Commercial Bank and Trust Co., Al 
bany, New York. 


THEY WON'T DO ANYTHING ABOUT IT 


“T have greatly enjoyed reading your 
article and I am definitely in accord 
with your views and conclusions. 

“There is a strange complex in human 
nature that is inexplicable to me; that 
while we can see and know what is go- 
ing to happen, we apparently won't do 
anything about it. Death is inevitable; 
it starts marching along beside us at 
our birth; it is the surest thing in life, 
but we never prepare for it, and so it 
seems to be this way.with all the other 
things in life. The railroads, the power 








companies, and the giant corporations 
have all foreseen what might happen to 
each and every one of them, but they 
won't do anything about it.”—Harrison 
Jones, vice-president, Coca-Cola Com- 
pany, Atlanta, Georgia. 


BANKERS SHOULD SET FORTH 
POSITION 


THEIR 


“The bankers should defend them- 
selves; they should have defended them- 
selves a long time ago. They should 
have been on the aggressive and should 
have shown the leadership which they 
are capable of showing. 

“I congratulate you upon the article 
‘Banker! Speak Out!’ It is very good 
and a real challenge to the American 
banker. 

“My suggestion for the forum is 
that the bankers should set forth their 
position. Articles should be featured 
that will serve to educate the public as 
to the problems of the banker—what he 
has been up against, and why he has 
been forced to handle certain trouble- 
some and perplexing matters as he has 


had to do.".—W. C. Cope, president, 


Drake College, Newark, N. J. 






THERE IS A JOB TO BE DONE 


“I have been very much impressed 
by your article on the subject ot a na- 
tional advertising campaign for bank- 
ing. 

“As you know, there are at least two 
schools of thought relating to the prob- 
lem of better public relations for the 


American banking system. One em- 
braces the philosophy of individual, local 
and regional campaigns, while the other 
is best exemplified by your article, which 
makes one of the best cases for a na- 
tional campaign that I have read. Re- 
gardless of the merits of each school of 
thought, the fact remains that there is 
a job to be done in creating a better 
public understanding of American eco- 
nomics and American banking and such 
articles as yours will stimulate thought 
and bring us closer to an active solution 
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of the problem.”—I. I. Sperling, presi- 
dent, Financial Advertisers Association. 


MAKE IT A NATION-WIDE PROPOSITION 


“For a long while I have felt that 
the soundest way to approach the situa- 
tion you have discussed would be to 
have it taken up with the A. B. A. and 
make it a nation-wide proposition. I 
happen to be a member of the public 
relations committee of the Massachu- 
setts Bankers Association and will bring 
this matter up when we have our next 
meeting.” — Ralph M. Eastman, vice- 
president, State Street Trust Company, 
Boston, Mass. 

PERMISSION TO REPRINT 

“We have read your article “Banker! 
Speak Out! with a great deal of in- 
terest and enjoyment. However, we 
believe that all bankers in Indiana should 
have the points you enumerated stressed 
again upon them. We ask your per- 
mission to reprint the article and use 
it in our monthly official publication, 
the Hoosier Banker.’—Don E. War- 


rick, secretary, The Indiana Bankers As- 
sociation, Indianapolis, Ind. 





ENLIGHTEN PUBLIC AS TO THEIR 
INTEREST IN BANKING 





“I have read with great interest the 
copy of your article which appeared 
in THE BANKERS MAGAZINE. As you 
know, I have been and still am very 
much interested in disseminating to the 
public information concerning the bank- 
ing business, and I heartily agree with 
what you say regarding the bankers’ 
attitude toward this matter in the past. 

“IT am not sure that publishing ar- 
ticles in a bankers’ magazine or any 
bank publication is of any great im- 
portance, except as it might stimulate 
bankers generally to greater thought 
and more activity along these lines. My 
own belief is that each institution can 
and should do a constructive job in its 
own community and give the public 
true information through whatever op- 
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portunities may be offered. That I am 
trying to do here, and with some suc- 
cess. It is only through united effort 


on the part of all bankers to enlighten 
the public as to their interest in all bank 
matters that any real results can be 
accomplished.”—L. E. Wakefield, presi- 
dent, First National Bank and Trust 
Company, Minneapolis, Minn. 


GOOD RESULTS COULD BE HAD 


“T have read your article in the cur- 
rent issue of THE BANKERS MAGAZINE 
with considerable interest. About three 
years ago I brought up the subject of 
a national advertising campaign by the 
banks of the country at an annual meet- 
ing of the executive council of the 
Nebraska Bankers’ Association. The 
members of the council as well as the 
state secretary expressed their approval 
of the idea, but at that time most bank- 
ers had so many other things to think 
of that nothing was said or done about 
it. 

“I am confident that a much dif- 
ferent attitude by the public toward 
banks could be brought about by proper 
advertising. My reason for believing 
that good results could be had is our 
experience with service charges during 
the past year and a half. We simply 
took our customers into our confidence 
and showed them that the bank could 
not exist without such charges. Almost 
to a man they agreed that we were en- 
titled to the charges we make and we 
have no trouble nor dissatisfaction about 
the subject. If people can be ‘sold’ on 
the idea of paying for service they 
formerly received gratis, it seems to me 
it would be even easier to sell them on 
the idea of saying a kind word for the 
bank occasionally, or at least to re- 
frain from cussing the bank so often. 

“It seems to me that if the subject 
were properly presented to bankers at 
state conventions that a very large part 
of the bankers would feel the necessity 
of ‘selling private banking’ to the pub- 
lic and would contribute their mite 
toward the expense.”—A. J. Jorgenson, 
president, The American National 


Bank, Sidney, Nebr. 


THE BANKERS MAGAZINE 


THE BANKING FRATERNITY IS BUT ON 
PROBATION 


“Removing the veil of doubt and tell- 
ing the people the facts, has long been 
a hobby of mine, so naturally I am in 
accord with your educational program. 
The warnings of Harrison Jones and 
W. L. Gregory are, in my opinion, most 
timely. One of the worst things a man 
can do is to kid himself, and today a 
blind man should be able to sense that 
the banking fraternity is but on pro- 
bation. 

“If we are to maintain our independ- 
the banking fraternity is but. on pro- 
adjustment, which will come with the 
inevitable collapse of the Government 
bond, we might as well realize that our 
competitor is no longer the banker up 
the street but rather the politician at 
Washington, who, it is evident, is bent 
on taking over the banking business of 
this country. To defeat such a com- 
petitor should be as easy as taking 
candy from a baby, but there can be 
no vacillation—we have got to strike 
straight from the shoulder. It is all 
right to tell the public about service 
charges and banking practices in gen- 
eral, but, so far as establishing public 
confidence is concerned, it is no more 
effective than tossing powder puffs at 
a rattle snake. We have got to throw 
stones, stones in the form of telling the 
public the inside facts of the banking 
business. It is of no use to talk about 
our fine buildings, growth in deposits, 
or years of service; what the people are 
in doubt about and what they really 
want to know is what lies behind the 
smoke screen of ‘Loans and Discounts,’ 
‘Government and Other Bonds.’ If the 
bankers of this country would only lay 
their cards on the table and convince 
the people that the average banker is 
honest and his institution is being prop- 
erly managed, the politician couldn’t get 
to first base. ; 

“The politicians’ line of attack will 
naturally be predicated upon the blun- 
ders of probably less than 20 per cent. 
of our bankers, the most of whom are 
now out of business. Politicians are 





Worn. "0 too wae 


and the Gay White 


one block from 
Vy foo waeies tom Geckatlir Cathar. the theaters, Grand 
Goh cb cake Ges elon, 


RATES: 


For Two 


—— WITH USE OF ADJOINING BATH 
For One — $2.00, $2.50 For 
— WITH PRIVATE BATH 
For One — $250 $3.00 
— 350 4.00 4.50 5.00 


Two — $2.50, $3.00 


$3.50 $4.00 


PARLOR, ore AND BATH 
For One 


onl oad 


or Two — $5.00 to $7.50 


— 600 to 8.50 


PARLOR, TWO BEDROOMS AND BATH 
For Three or Four — $8.50 to $12.00 


THE RESTAURANT 
Luncheon 50c 


(weekly rates on request) 


Dinner $1.00 


Also a la carte service 


hom 


59 WEST 46" ST. NEW YORK.NY 





already attempting to weaken, belittle, 
and discourage the soundest banking in- 
stitutions in this country, in the hope 
of convincing the public that those of 
us who have weathered the storm for 
the past five years are little better than 
the defunct institutions. They are build- 
ing their story around such arguments 
as “Government Ownership’ and ‘Gov- 
ernment Backing for Your Deposits’ so 
it is up to us to tell the people the 
truth. But unless we are willing to 
lay our cards on the table, we might 
just as well quit before we start. 

“It would not be a difficult matter 
to convince the people that these men 
who speak of themselves as ‘the Gov- 
ernment,’ these selfsame politicians who 
now want to control the banking busi- 
ness, were directly to blame for every 
closed bank in this country today. It 
is these men, paid by the taxpayers to 


protect the depositors, that have so mis- 
erably failed in their duty both legally 
and morally. An honest and thorough 
congressional investigation of the Comp- 
troller’s office would prove that the as- 
sets of every one of these closed banks 
were known to the politicians and ap- 
proved by them. So, I say that the 
politician is on the same basis as the 
‘busted banks,’ and it is we men who 
have proved our ability under fire that 
are entitled to public confidence rather 
than the politician. There is probably 
no greater example of inefficiency in the 
entire United States than that of the 
examining department, which comes di- 
rectly under the jurisdiction of the 
Comptroller of the Currency. 

“The sales talk is all on our side, but 
it will be of little or no avail unless 
we use it and use it effectively."—J. M. 
Nichols, president, First National Bank 
of Englewood, Chicago, II. 
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... telling how to merchandise banking! 


MERCHANDISING 


for 
Banks, Trust Companies and 


Investment Houses 


By L. DOUGLAS MEREDITH 


Here at last is a book which covers not 
just bank advertising, or selling banking 
services, but the whole “merchandising pro- 
cess.” The author believes that bank serv- 
ices may be marketed on just as scientific 
a basis as manufactured products and that 
bankers should take just as much pains to 
analyze every step in the process which in- 
eludes market analysis, advertising, selling 
and publicity. 

Financial institutions offer a wide variety 
of services and these services interest the 
«onsumer for a wide variety of reasons de- 
manding many different 
kinds of “appeals.” Be- 
tween the producer, the 
bank or investment house 
and the consumer, there 
exists a wide gap which 
must be bridged. This 
means devoting careful 
and intelligent attention to 
the tastes of the consumers 
and to the methods by 
which the message of the 
offering institution may be 
conveyed to customers and 
prospects. 

The marketing process 
becomes essentially one of 
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educating the prospect concerning the man- 
ner in which the services offered by the par- 
ticular institution may satisfy his desires. 
The relative simplicity of the services of- 
fered by financial institutions has caused 
executives to consider the marketing process 
as one of equally simple proportions. 

This book doesn’t discuss means of get- 
ting “new business’ by ballyhoo methods 
only to find that this business cost far 
more than it was worth. But it does 
show how banks can analyze their mer- 
chandising problems, decrease their selling 
costs and maintain the 
good will and good un- 
derstanding of their pres- 
ent customers and future 
prospects. 

A glance at the table of 
contents of this book will 
show how completely the 
author has covered his 
field. By taking advan- 
tage of our approval 
offer you may. ex- 
amine this book without 
obligation at your own 
desk and decide for your- 
self as to its practical 
value. 





INVESTMENT AND FINANCE 


Edited by Oscar Lasdon 


Banks, Bonds and Real Estate 


URING the past few years, con- 
sidering the constant agitation 
for monetary manipulation, it 
was only natural that there should have 
been attempts to revise banking prac- 
tices along the lines of soapbox eco- 
nomics. While a wide variety of changes 
were suggested, most were alike in the 
respect that they constituted radical 
departures from anything remotely re- 
sembling good banking policy. The 
cause. for wonder is not that a number 
of self-appointed “financial experts” 
contemplated the unorthodox in finance. 
Rather, it is that many unsound pro- 
posals emanated from individuals who 
had ample experience in the field of 
banking. The average layman was 
easily misled into believing that almost 
all proposed changes were reforms of 
beneficial nature. This was under- 
standable. In many cases, such pro- 
posals were ingeniously supported by 
elaborate arguments, so plausible that 
their sponsors succumbed to the in- 
fluence of their own sophistry. 

Recent banking legislation, which rep- 
resents a compromise between two di- 
vergent schools of thought, affords a 
case in point. During the hearings 
held before the House and Senate on 
the Banking Act of 1935, “liberalized” 
banking procedure was represented by 
one of its foremost exponents, Governor 
Eccles of the Federal Reserve Board 
The Governor’s views caused consider- 
able comment. Of particular interest 
were his statements regarding the place 
of real estate in the banking structure. 
His remarks indicated partial rejec- 
tion of generally accepted commercial 
banking principles. 

Mr. Eccles ardently espoused the 
cause of real estate in the banking sys- 
tem; both from the standpoint of lib- 
eralizing loans by member banks and 
permitting the use of real estate se- 


curity as collateral for Reserve Bank 
accommodations. His views indicated 
more concern with the place of mort- 
gage lending in the social structure than 
its proper status in the commercial bank- 
ing system. His statements reflected a 
philosophy in which banking was 
treated largely as a means to an end— 
as a cog in the wheel of a planned 
economy. Of course, one’s philosophy 
is a matter of viewpo:nt but one’s 
arguments are always a matter of proof. 
The Governor’s logic was not convinc- 
ing. 


SHOULD REAL ESTATE LENDING BE 
EXPANDED? 


Governor Eccles’ first broadside pro- 
claimed that increased real estate lend- 
ing was vital to the existence of our 
commercial banks. He stated that, as 
a matter of self-preservation, they must 
expand their activities in the real es- 
tate field. Otherwise, he reasoned, loss 
of time deposits, representing about 38 
per cent. of all private balances, would 
result; continuation of interest pay- 
ments on savings accounts would be 
impossible. He contended that com- 
mercial banks must compete more ac- 
tively with Government and private 

in the mortgage field; that un- 
such a policy was pursued, busi- 
ss banks must be prepared to lose 
their time funds to savings banks and 
building and loan associations. Such 
a loss, he maintained, would sound. the 
death-knell of most of our commercial 
banking institutions. With the excep 
tion of the larger city banks, he pointed 
out, profitable operation was not pos- 
sible on demand deposits alone. 

Although it would be more’ difficult 
for banks to operate profitably ‘solely 
on demand funds, there appears to be 
little reason for believing that any large 
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flight of time deposits is in prospect. 
Even though the volume of business is 
lacking, earnings of commercial banks 
are still sufficient to permit the payment 
of present low rates of interest on sav- 
ings accounts. Also, it must be con- 
sidered that savings banks are restrict- 
ing deposits and that building and loan 
societies, as a group, have been con- 
fronted with the problem of paying out 
subscribers rather than accepting new 
funds. Furthermore, if the condition 
of the banking system ever reached a 
point where whoiesale investment in 
mortgage securities was necessary in or- 
der to exist, this form of “self-preserva- 
tion” would be clearly akin to financial 
suicide. 


POSITION OF REAL ESTATE IN THE 
BANKING SYSTEM 


But, before we go any further, just 
what is the position of real estate in 
the banking system? In the light of 
orthodox commercial banking principles, 
real estate lending is unsound because 
such loans represent advances for fixed 
capital purposes. After all, the funds 
received are generally used to pur- 
chase additional land, retire existing 
tions represents advances where prop- 
erties or are placed in buildings or other 
permanent improvements. Only a small 
proportion of real. estate accommoda- 
tions represents advances where prop- 
erty is used to support the credit of a 
weak borrower whose paper might not 
otherwise be acceptable. Then again, 
not only are these loans not self- 
liquidating, but the property securing 
the loan generally has very limited 
marketability. These shortcomings sup- 
ply the reasons why restrictions have 
been placed on this type of lending. 
National banks have been permitted to 
extend real estate accommodations 
chiefly because more liberal state bank- 
ing laws have given state banks a 
marked competitive advantage. Futher- 
more, rediscounting of member bank 
paper collateraled by real estate secu- 
rity at the Reserve banks would, if car- 
ried out to any large degree, add to the 


probability of a decidedly unhealthy in- 
flation. Reserve notes issued against 
such assets would not direr essentially 
from the assignats of French Revolu- 
tionary days. The distinction would be 
only one of degree; there were more 
assignats outstanding and there was 
more real estate behind them. 

Of course, bond holdings are also 
handicapped in the sense that they are 
long-term assets. However, by far the 
major portion of bank investments are 
comprised of Government, state and 
municipal obligations while, in the cor- 
porate classification, many are short- 
term. Fundamentally, there is no fine 
line of demarcation between long-term 
corporate bonds and realty loans as 
bank investments. However, there are 
practical differences. Mr. Eccles, in his 
arguments supporting more liberal mort- 
gage lending, tried to draw a compari- 
son showing the superiority of realty 
loans over bonds as bank assets. Never- 
theless, analysis of his testimony tends 
to confirm the opposite conclusion. 


BONDS VS. MORTGAGES 


According to Governor Eccles, more 
banks became insolvent as a result of 
depreciation in bond accounts than as 
a result of real estate loans. It was his 
belief that the largest number of bank 
failures, according to Federal Reserve 
districts, took place in areas where the 
smallest amount of real estate mort- 
gages was held by banks; that the areas 
where the smallest percentage of bank 
failures occurred was where the pro- 
portion of realty mortgages was largest. 
He seemed definitely of the opinion, 
therefore, that real estate loans have, 
in the past, been the salvation of the 
banking system. It must be remembered, 
however, that in rural sections a large 
proportion of loans classified as real 
estate really represents straight credit 
accommodations where mortgages were 
subsequently used to secure weak loans. 

A more critical view of mortgage 
lending is assumed by the Economists’ 
National Committee on Monetary Pol- 
icy. In the same hearings, the commit- 
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tee issued a statement to the effect that 
realty loans of a far more restricted 
nature than those suggested by the Gov- 
ernor had proved a great source of 
trouble to commercial banks throughout 
the country; that the granting of real 
estate accommodations was not an ap- 
propriate function of the commercial 


banking system; that this was one of 
the object lessons of the post-war dec- 
ade with its holocaust of bank failures 


and paralyzing losses. To increase the 
possibility of such losses through more 
liberal legislation was, in the commit- 
tee’s opinion, hardly rational. 

Also, in partial refutation of Mr. 
Eccles’ statement, it should be observed 
that eastern banks held up better than 
western and southern institutions be- 
cause a very large portion of real estate 
loans in the East had been made by 
mutual savings banks and mortgage 
companies. 

Of course, it is difficult to say that 
any particular type of bank asset has 
been the primary cause of bank sus- 
pensions. Generally, failures are the 
result of a number of contributing 
causes and not any special items. In 
the absence of specific data, definite 
conclusions cannot be drawn. Realty 
loans have long been regarded as a 
problem child in the commercial bank- 
ing system, while the difficulties arising 
out of injudicious bond investments 
were brought out sharply during the 
recent depression. In any event, broad 
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observations of banking experience cast 
grave doubts on the validity of the 
Governor's views. 

THE QUESTION OF MARKETABILITY 

Generally speaking, one obvious ad- 
vantage of corporate bonds over real 
estate mortgages as a bank asset arises 
out of the better marketability of the 
former. Listed bonds find a_ ready 
market on organized exchanges while 
real estate mortgages are handicapped 
in this respect. Mr. Eccles deprecated 
this advantage, stating that the depres- 
sion showed that such a market existed 
only at prices that “bankrupted the 
banks.” Even considering this, how- 
ever, the advantage is still apparent. 
Conditions in trade and finance were 
unusual. Furthermore, if a poor market 
existed for corporate securities in this 
period of stress, correspondingly, the 
market for realty obligations was prac- 
tically nil. Relatively few people can 
recognize the value of property liens 
while bonds, on the other hand, enjoy 
the acquaintance of countless corporate 
and individual investors. In addition, 
bond holdings are more readily shiftable 
because they can be sold in units. 

In further expounding his views, the 
Governor made this startling statement: 
that while the difference between the 
market and cost price of bonds might 
impair a bank’s capital account, this 
possibility did not arise in the case of 
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realty loans. In the case of real estate, 
he pointed out, no ready market is ex- 
pected. As long as the mortgage was 
not in default, the asset could be con- 
sidered worth the amount of the loan. 
In other words, the inference was that 
the ready market afforded bonds op- 
erated to the disadvantage of the insti- 
tution. The fallacy here is obvious. 
Bank examiners ask for independent ap- 
praisals of real property held as se- 
curity for loans. Write-downs are or- 
dered if deemed necessary. And even 
if the loan is carried at its face amount, 
this balance sheet valuation does not 
assure the bank’s liability to meet its 
obligations. If it did, the large New 
York mortgage institutions would still 
be in operation rather than in re- 
habilitation. Appraisal values do not 
necessarily mean sales prices. 

How can Mr. Eccles’ principle of 
valuation be accepted? Let us only re- 
call what happened a few years ago 
when both the Comptroller of the Cur- 
rency and the New York State Banking 
Department adopted this view in pro- 
viding “intrinsic values” for bond port- 
folios for balance sheet purposes. Cer- 
tainly, if liquidation proved necessary, 
these obligations were not worth more 
than actual market prices. 

As far as bonds are concerned, ex- 
cessive holdings or indiscriminate pur- 
chases cannot be condoned. The hazards 
involved in our banks becoming bond 
investment trusts, even in regard to 
government securities, are well recog- 
nized. But the dangers inherent in the 
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granting of excessive or loose real es- 
tate accommodations are even more 
serious. The banking and business struc- 
ture cannot be allowed to suffer for the 
sake of experimental economics. Old 
time commercial bankers are inclined 
to view both bond buying and realty 
lending as necessary evils arising out 
of the financial and corporate evolution 
of the past two decades. With the 
passage of time the pressure to make 
such investments has become greater 
and greater. Granting that long-term 
investments are necessary in present day 
banking, the amount of such holdings 
must be kept within limits. If not, de- 
terioration of the banking structure is 
sure to result. As has been shown by 
past experience, the guiding hand of 
the banker should practice moderation 
and restraint. 


—@— 


THE AMERICAN CONSTITUTION 


THE Constitution of Italy is the fertile 
and restless brain of Mussolini. The 
Constitution of Germany is the daring 
and resourceful character of Hitler. The 
Constitution of Russia is the iron will 
of Stalin. The Constitution of the 
United States is the will and purpose of 
the American people crystallized into 
a written document binding upon rulers 
and people alike. Under it the average 
citizen emerged from a state of serfdom 
to that of a sovereign. Greater progress 
and more universal happiness have been 
the portion of the masses since the year 
1789 than in all the 5000 years preced- 
ing it—Senator William E. Borah. 


WISE BANKERS 


“The wise banker, in this changing 
world of ours, will not oppose change 
as such, but will try to see to it that 
the change, if and when it does come, 
preserves all that is good in the past 
and sticks, as closely as possible, to the 
American pattern of things.”—William 
A. Irwin, professor of economics, Wash- 
ington College, Topeka, Kan. 





FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 
POLITICAL EVENTS IN OTHER LANDS 


War or Peace 


At the date this is written (September 
10) the issue of war or peace between 
Italy and Ethiopia hangs in the balance, 
with the scales inclining toward war. 
Both the Council and the Assembly of 
the League of Nations had, at that 
time, been wrestling with the problem 
for several days in an attempt to find 
a formula acceptable to both countries, 
but had not succeeded. 


The Gold Situation 


PRESSURE upon the currencies of those 
European countries still on the gold 
standard has been measurably relaxed 
in recent weeks, and the Bank of France 
has made large gains in its gold hold- 
ings, but again the French exchange 
has reached a point where shipments of 
the metal to New York became profit- 
able. The war scare in Europe has also 
caused heavy exports of gold from Lon- 
don to New York. 


Currency Stabilization 


AN impending visit of American Treas- 
ury officials to Europe has revived talk 
of fresh efforts to bring about stabiliza- 
tion of international currencies. As 
usual, official denials have been made 
of any such movement, but there are 


some indications that at least tentative 
plans are under consideration. This 
view gains support from the news that 
the subject is receiving attention from 
the League of Nations. Great Britain, 
however, is said to be still indifferent 
to the stabilization movement, and is 
endeavoring to extend and strengthen 
the sterling area. 

Commenting on the problem of stabil- 
ization, the Report on Germany's Eco- 
nomic Development During the First 
Half of the Year 1935, published by 
the Reichs-Kredit Gesellschaft Aktien- 
gesellschaft, Berlin says: 

“The problems and the methods of 
overcoming the present currency chaos 
are being more and more frequently 
debated at the present time. For the 
most part the solution is believed to 
rest in the restabilization of the most 
important world currencies on the basis 
of gold. But the international gold 
standard cannot function properly with- 
out a rational redistribution of the 
world’s supplies of gold; and yet a 
glance at the gold movements which 
have taken place during the last few 
years shows that no progress has been 
made in this direction; gold has tended 
to pile up in increasing quantities in a 
few creditor countries. 

“At the end of May, 1935, more than 
70 per cent. of the total monetary gold 
stocks of the world lay in the vaults 
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BANKERS INVITED 


INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 


UR close contact with the commercial activities with seven 
Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 
S. N. POCHKHANAWALA, Managing Director 





American Standards in South America 


The collection system of 


LA PREVISORA NATIONAL BANK OF CREDIT 


in GUAYAQUIL 


and its branches in the principal cities of Ecuador is 


built up for accurate and prompt service. 


Our Foreign 


Division is organized as a separate unit within the Bank 
and handles our patrons’ business according to strict 


American standards. 


WE COLLECT FOR THE PRINCIPAL AMERICAN BANKS 


of the central banks of three countries, 
the United States, Great Britain, and 
France—whose share in world trade 
amounted in 1934 to no more than 
33.6 per cent. Their actual gold stocks 
may, indeed, be even greater than these 
figures indicate, since the British and 
American exchange equalization funds 
contain further undeclared gold re- 
serves. On the other side, a series of 
countries which between them control 
an appreciable share of the world’s 
trade have been more and more de- 
nuded of gold reserves. The operative 
causes of this undesirable development 
are the same as those which have 
brought about the chaos in world trade 
and world currency relations as a whole. 
What is particularly alarming is the 
way in which gold continues to flow 
hither and thither in huge volumes with- 
out any sufficient reason. 

“All the gold movements of the first 
half of the present year were only 
loosely connected with the ordinary 
processes of international payments. 
What mattered was rather the deci- 
sions of holders of short term balances, 
both at home and abroad; and these 
decisions were entirely determined by 
currency conditions. This meant that 
gold movements had no longer any 
connection with rational economic and 
monetary conditions, but were first and 
foremost the expression of currency 
chaos.” 

The increasing attention being be- 
stowed upon the stabilization of inter- 
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national currencies indicates the rec’ 
ognition of the importance of early ac 
tion for reaching some solution of this 
problem. 


But, in the opinion of the Monthly 
Review of the Midland Bank Limited, 
there are obstacles to early stabilization. 
“There can be no safe pasis for ex- 
change stabilization,” it says, “until 
the vast and complex problem of inter- 
national debts, both commercial and 
political, has been attacked on a com- 
prehensive scale with a view to bring 
ing debt burdens into adjustment with 
capacity. Until this is done the em 
phasis in monetary politics should be 
placed on the necessity of securing 
further internal recovery in all coun- 
tries, rather than on procuring an early 
stabilization of exchanges, which in the 
circumstances could be only short-lived.” 


Great Britain 


LITTLE sign of any retardation in the 
rate of improvement in production and 
trade is seen by the August issue of 
the Monthly Review of Lloyds Bank 
Limited. Industries producing capital 
goods continue to take the lead in the 
recovery. Unemployment is declining 
at a season when usually :t would be 
expected to increase. Electric power 
consumption and the movement of goods 
on the railways are well maintained. 

The export of manufactured articles 
is showing a gratifying increase. 
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BRANCHES 
Cebu, Iloilo, Zamboanga 
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and more of experience and familiarity with local business conditions have placed our organization in an 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
description in a country which, like the Philippines, is developing rapidly and offers considerable oppor- 
tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. 


Germany 


WuiLE the policies followed by the 
German government have assisted in 
restoring a considerable measure of in- 
ternal prosperity—expansion of indus- 
trial activity, decline in unemployment, 
and increase in the national income— 
the foreign trade situation remains un- 
satisfactory, and the country is ex- 
periencing difficulty in procuring needed 
raw materials. The difficulty of trad- 
ing with European countries on the gold 
standard is peculiarly acute, due to the 
extraordinary attempt of those countries 
to protect their currencies by restricting 
imports. 


The Argentine 


From its branch in Buenos Aires the 
First National Bank of Boston received 
a cablegram, under date of September 9, 
which contains the information that the 
surplus of the new wheat crop will not 
reach 2,000,000 tons, or less than half 
the usual exportable surplus. For the 
seven months of this year the country’s 
favorable trade balance was $282,855,- 
075, compared with $236,478,099 for 
the same period of 1934. July turnover 
on the Buenos Aires Stock Exchange 
reached $83,421,000, the largest 
monthly volume on record. 


Inquiries and correspondence invited. 


Holland 


IT is the view of the Quarterly Review 
of the Incassc Bank of Amsterdam that 
recovery in Holland is chiefly depend- 
ent upon the restoration of foreign 
trade. Since 1929 both imports and 
exports have fallen off by about 65 
per cent. 


Finland 


As reported by the Monthly Bulletin 
of the Bank of Finland, the industrial 
production of that country now exceeds 
the level of the years of prosperity in 
1928 and 1929 as regards volume, and 
in spite of the fall in prices since then 
its total value is at present as high as 
during those peak years. 


Italy 


SUSPENSION of the provision of Italian 
law requiring that the reserve for the 
notes of the Bank of Italy should not 
fall below 40 per cent. is ascribed to 
the desire of Italy to provide means 
for settlement of outstanding commer- 
cial debts amounting to some 500 mil- 
lion lire, a figure which is said to be 
much lower than that of Italian credits 
frozen abroad. Efforts of the govern- 
ment to restrict the net importation of 
commodities is proving effective. 





Christiania Bank og Kreditkasse 


Oslo (Christiania), Norway 


Founded 1848. 


First established 
private bank in 
Norway 


Telegraphic address: 


BANKING BUSINESS OF EVERY 
DESCRIPTON TRANSACTED 


Kreditkassen 


Paid up capital 
and reserve funds 
Kr. 40,000,000. 


New York Agents: 


The National City Bank of New York, Guaranty Trust Company of New York 
and Irving Trust Company 


BOOK REVIEWS 


ELEMENTARY STATISTICS. By James G. 
Smith. New York: Henry Holt & 
Co., 1935. Pp. x + 517. $3.50. 


RECENT years have seen a remarkable 
growth in the availability of business 
statistics. At no period has this growth 
been more rapid than during the years 
covered by the present administration 
in Washington. Statistics of all kinds 
have poured forth from that city and 
unfortunately they have not always dis- 


played that harmony which might rea- 
sonably be expected. Trade associations, 
magazines and private organizations have 
also added materially to the wealth ot 


statistical material which is now cur- 
rently at the disposal of the banker and 
business man. 

Unfortunately, most business men 
and bankers have been too busy trying 
to make both ends meet or to un- 
scramble the wrecks which the depres- 
sion has deposited on their doorsteps to 
find time to give these statistics the at- 
tention which, in some cases at least, 
they deserve. Too few also have had 
sufficient training in the theory of sta- 
tistics and its application in the field of 
business facts to be able to derive fuil 
benefit from the statistics of significance 
to their particular problems and to be 
able to weed out the sound from the 
meaningless. 

The present volume, therefore, be- 
comes available at an opportune mo- 


ment. It is of use to the layman who 
has occasion to use statistics for two 
reasons, in particular. The discussion 
of each topic is relatively elementary 
in character. While in places the 
theoretical discussion becomes a little 
difficult to one inadequately equipped 
with mathematics, it starts with the rudi- 
ments of the subject and even a person 
with a very limited knowledge of mathe- 
matics can learn much of “what it is 
all about” even if the end of the chapter 
is so deep it is over his head. In the 
second place, the application of statistics 
is closely tied in with the theoretical 
discussion, so that the lay reader finds 
an explanation of the theory in the form 
of practical applications which he has 
no difficulty in grasping. 

Of especial interest is the explanation 
of how index numbers are developed, 
how trends over a period of time may 
be analyzed, how seasonal variation is 
eliminated in the preparation of trend 
charts and the application of statistics 
in economic forecasting. 

The last section of the volume is, 
perhaps, the least important, but it is 
unquestionably the most interesting to 
any reader who is curious to know 
something of the early history of statis- 
tics and the development of this sub- 
ject through recent centuries. 

The volume can be heartily recom: 
mended to anyone who wants to under- 
stand the principles and methods which 
underlie the statistics he so frequently 
uses. 














SERVING CITY AND COUNTRY ALIKE 


BANK OF MONTREAL 


Established 1817 


OVER 500 BRANCHES IN CANADA 


Head Office: Montreal 


New York Agency: 64 Wall St. 


Chicago Office: 27 South La Salle St. 


San Francisco Office: 333 California St. 


Current Conditions in Canada 
Wheat Prices 


A SUBSTANTIAL rise in wheat prices and 
an increase in wheat exports are de- 


velopments reported in the monthly 
Letter of the Bank of Montreal dated 
September 23. These developments “if 
maintained,” contiuues the letter, “will 
have an important and constructive in- 
fluence upon the general upward move- 
ment of trade that has been in evidence 
for some months. August exports of 
wheat rose in volume from 14,709,675 
bushels to 21,698,284 bushels and in 
value from $12,868,422 to $17,603,968, 
the comparisons being with the August 
showing of last year. There has been 
a further though not a consistent im- 
provement during the present month, 
together with an upward trend in prices 
to the highest levels since August of 
1934. In addition to the improvement 
in the movement of wheat to overseas 
markets, there has been a substantial im- 


provement in general export trade. In 
August the value of the Dominion’s 
foreign commerce was $120,297,899, 
compared with $104,653,584 in the pre- 
vious month and with $98,756,706 in 
August of last year. The August level 
was the highest since May of 1931, and 
the favorable trade balance at $21,177,- 
773 was the highest for any August 
since 1925, though imports as well as 
exports were higher in value. 

“As is always the case following dis- 
solution of Parliament, business plans 
in some respects are being allowed to 
mark time pending the outcome of the 
ensuing elections. The Federal elections 
have been scheduled for October 14th, 
and, while general interest is now 
largely focused upon campaign issues, 
seasonal advances in general business are 
nevertheless well in evidence, retail 
trade is more active and permits for 
new building construction are increas- 
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ing. The advance in employment shown 
at the beginning of August was greater 
than the average gain recorded at this 
period of the previous fourteen years.” 


The Autumn Revival 


A REVIVAL of business is looked for by 
the Canadian Bank of Commerce. The 
Monthly Commercial Letter of this in- 
stitution for September sees better con- 
ditions for construction, metal mining, 
steel, automobiles and newsprint, but an 
increasing depression in lumbering. 
Construction contracts awarded in 
August were the largest for that month 
since 1931 and were about 25 per cent. 
above the figure for July of this year. 
Secondary industries are either busier 
than in July or have gained over that 
month, a notable improvement having 
occurred in textile centers as well as in 
the demand for industrial equipment. 
While late foreign trade returns show 
little change from a year ago, the ground 
lost in June has been regained. 


Steady Improvement 


COMMENTING on the situation in 
August, the Royal Bank of Canada re- 
ports that month by month the volume 
“of activity in manufacturing, mining 
and transportation in Canada shows 
consistent gain. In each month of 1935 
there has been an improvement as com- 
pared with the corresponding month of 
1934, and in May the official index of 
the physical volume of business for the 
country reached a new high of 103.2. 
During the first five months of the year 
the index averaged 98.8 as compared 
with 91.7 and 69.9 for the correspond- 
ing periods of 1934 and 1933 respec- 
tively. In terms of volume, the indus- 
trial production of the country is half 
as large again as in 1933. 

“In view of the prospective improve- 
ment in the farmer's purchasing power, 
a result of generally favorable weather 
conditions in all parts of the country, 
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there has been less than normal seasonal 
recession in a number of lines of busi- 
ness this summer. Recently there have 
been impressive gains in the construc- 
tion and farm equipment industries. 

“The agricultural outlook is favor- 
able and without some unforeseen de- 
velopments satisfactory crops should be 
harvested in many parts of Canada. 
Damage from rust has seriously re- 
duced prospects for the western wheat 
crop. The marketing of a substantial 
wheat crop would present considerable 
difficulty, as stocks from last year are 
still heavy and the carry-over at the end 
of the present season will show little, 
if any, reduction from a year ago. Ship- 
ments of live cattle to the United States 
have shown some abatement, but in the 
third week of July amounted to 2629, 
bringing the total for the year to 97,227 
head. Exports of bacon to Great 
Britain also continue in satisfactory 
volume.” 

~o- 


SECURITY AND THRIFT HABITS 


SOME among us seem to see in social 
insurance the outlines of a new Amer- 
ican social order. Such men glorify, to 
a point which does not seem to me 
rational in the light of Europe’s ex- 
periences, the results which they feel 
are bound to follow once we launch a 
plan. In my judgment, a soundly con- 
ceived and efficiently administered sys 
tem of social insurance can help in 
maintaining morale and the general level 
of well-being. It is not at all clear to 
me that it will bring the kingdom of 
heaven on earth. I am not inclined to 
the belief that a system of economic se- 
curity grounded on the multiplication 
table, administered as scientifically as we 
can administer it, a system which is gone 
into with eyes wide open in the light of 
Europe’s experiences, will have seriously 
harmful effects upon the thrift habits 
of the American people.—Roderick 
Olzendam, Research Director, Metro- 
politan Life Insurance Company. 





ADVERTISING AND PUBLIC 
RELATIONS 


Edited by Malcolm Davis 


Financial Advertisers’ Association 


Twentieth Annual Convention Reviewed 


for financial institutions was mi- 

croscopically analyzed, telescopi- 
cally visioned, by three hundred finan- 
cial advertising technicians at the 
twentieth Annual Financial Advertisers 
Association Convention held September 
9-11 at the Ambassador Hotel, Atlantic 
City, N. J. 

Sandwiching salty moments of relaxa- 
tion between hours concentrated with 
vital discussion, the delegates translated 
individual experiences and ideas into a 
composite, unified advance towards bet- 


[ie building of desirable business 


ter public understanding and acceptance 
of our financial mechanism. 

This means and meanings of this ac- 
complishment are herewith digested. 
Such digests, of course, cannot do full 
justice to the respective addresses which 
are published in their entirety by the 
Financial Advertisers Association, 231 
South La Salle street, Chicago, IIl., in 
the association’s Year Book. They are 
presented so as to give those in attend- 
ance a quick refresher of the salient 
features brought out, so as to afford 
those unable to attend a bird's-eye view 
of the proceedings. 


The General Sessions 


LESLIE G. MCcDOUALL 
President, New Jersey Bankers Association; 
Trust Officer, Fidelity Union Trust Com- 

pany, Newark, N. J. 


ADDRESS OF WELCOME 


OnE of the great needs of banking is a 
detached viewpoint. Too many of us 
look at everything through the glasses of 
the banker unable to catch the trend of 
human thought. It is the responsibility 
of the bank public relations men to keep 
the viewpoint of detachment. You face 
in towards our institutions where you 
see our technical problems and our es- 
tablished policies, adopted only after 
careful consideration; you face outward 
towards the world where you see the 
public, its needs, its desires, and often 
its misunderstandings and misconcep- 
tions of those of us who labor on the 
inside. 


As for new business—the opportuni- 
ties are just as great today as they were 
in the so-called boom period. The new 
Revenue Act uf 1935 and the Social 
Security legislation both offer great new 
business possibilities. 

Finally, many bankers of this coun- 
try have had the vision to co-operate 
with the members of the bar. It pays 
handsomely. Get behind the. movement 
for better and closer co-operation with 
the bar. 

The job of moulding opinion regard- 
ing banking is the job of individual 
banks. Our national and state organiza- 
tions might give us leadership in such a 
program, but what the American public 
thinks of American banking is the sum 
of what the individual citizens of the 
individual communities think of the 
banks and bankers in those communities. 
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I. I. SPERLING 


President, Financial Advertisers Association; 
Assistant Vice-President, The Cleveland 
Trust Company, Cleveland, Ohio 


““BUILDING DESIRABLE BUSINESS FOR 
FINANCIAL INSTITUTIONS” 


AMERICAN banking has made possible 
America’s progress, but because banking 
affects every community activity, sound 
public relations (“good will”) has be- 
come an essential part of good banking. 
Sincere attempts to clarify banking 
truths through advertising, personal sell- 
ing, publicity and relations with cus- 
tomers, public, staff, stockholders, execu- 
tives, are based on the principle that 
people both inside and outside the in- 
stitution are the most important ele- 
ments in business and banking—such 
Efforts of in- 
dividual banks by themselves and co- 
operation with 


a work is never-ending. 


clearing house, state, 
regional, and national banking associa- 
tions are expanding public relations ac- 
tivities. The layman, depositor or not, 
through accept 
American banking as an essential force 


must understanding 


so that when voting for candidates or 
laws affecting banking his actions will 
be based on authentic information. 
Sometimes overlapping this phase of 
public relations is the second phase, that 
of merchandising bank services for profit. 
Tact and salesmanship on the part of 
all officers and employes, the building 
of deposits towards that tomorrow when 
getting deposits may be the problem; 
applying merchandising to widen em- 
ployment of funds; seeking new cus- 
tomers and spreading bank services to 
old ones—all these factors must be 
separately and intelligently treated to 
build desirable business. A public re- 





lations program is a profitable part, not 
a substitute, of good banking. And the 
only basis for selecting a bank is that 
bank’s personality, i. e., the quality of 
service and the caliber of management. 


FRANK F. BROOKS 


President, Pennsylvania Bankers Association: 
President, First National Bank, Pittsburgh, 
Pa. 


“THE MERCHANDISING OF SOUND ECO- 
NOMICS; THE GREATEST SELLING JOB IN 
AMERICA” 


DuRING critical, unfortunate _ times, 
people’s aroused emotions sway them to 
collectively accept leadership that indi- 
vidual common sense repudiates. Such 
emotionalism abandons sound principled 
experience, leads to destruction. People, 
yearning for untroubled existence from 
personal, stark necessity are thinking as 
never before. They grasp at any leader- 
ship or theory promising relief. This is 
a distinct problem of national safety— 
either people assert fundamental Amer- 
ican horse sense in accurately judging 
truth if facts are presented completely 
and understandably or they will follow 
Utopian theorists to starvation and 
death. American finance, the most vital 
instrument of recovery and progress, is 
imprisoned under a blanket indictment. 
Submissive silence is no longer wise nor 
safe. Every American has some sort of 
stake in banks, the reservoirs of our eco- 
nomic power, and the sale of economic 
literacy to Americans is a practical con- 
cept. It is imperative for banking and 
business to get together in illuminating 
nationally a principle of co-operation 
which, to serve them, must first serve the 
public. The facts are that American 
banking, despite defects, must be eco- 
nomically sound to have enabled Amer- 
ica to reach such eminence so rapidly; 
that the indiscriminate accusations of 
banking as a public servant—its morality 
and economics—cannot be supported by 
truth nor logic; that banking casualties 
derived mainly from public misconcep- 
tion of banking elements and not from 
ignorance of bankers nor falsity to their 
trusts. To present the picture of bank- 
ing, business and economic truths calls 
for the biggest advertising campaign yet 
executed: a campaign produced regard- 
less of expense; one whose sponsorship 
is so broad its altruism cannot be chal- 
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lenged; one that so sharply delineates 
right economics from wrong that no twi- 
light zone remains for demagogical op- 
erations; one truly relating government, 
politics to our economic life; one that 
will vitalize, consolidate and encourage 
straight thinking. Such an effort should 
be permanent—chargeable as an insur- 
ance policy against depredations of eco- 
nomic illiterates and half-baked theorists. 


H. B. LEQUATTE 


President, Advertising Club of New York; 
President, Churchill-Hall, Inc., New York 


“APPLYING INDUSTRIAL METHODS TO 
FINANCIAL ADVERTISING” 


A MORE human appeal with less con- 
servatism is desirable in most financial 
advertising for conservatism is often an- 
other name for standpat-ism, the hand- 
maid of ignorance. Towards these ob- 
jectives a complete knowledge of the 
market is the first thing—not the last— 
required in applying industrial methods 
to financial advertising. The industrial 
method of learning where any given 
commodity would sell best would be by 
a thoroughgoing market survey—that 
should be the financial method. 

An example is the immense retail 
credit business. To know what to do 
about it an accurate survey of credit 
sales in the community is essential. Note 
that installment sales and loans have 
relatively high financial charges and 
small losses. 

Do you know where your business is 
coming from, and why? Who buys 


your financial service? Why not your 


competitors? If competing services are 
bought could you induce people to 
change? Should such changes be 


made and at what cost? What are 
your services’ defects and weaknesses; 
the sales possibilities; the exact extent of 
the possible market; the comparison with 
competitors? Are you reaching at the 
right attitude and appeal—at the right 
time and place? Market surveys help new 
business—the life-blood of all business. 
This big job can be done in small in- 
stallments by defining the problem, 





gathering evidence, and analyzing re- 
sults. 

Fundamentally, a financial advertising 
program should follow industrial meth- 
ods in analyzing the market by in- 
stitutional and market surveys, in 
fixing specific sales and new business 
quotas for every department as objec- 
tives; the budget would be predeter- 
mined, advertising program laid def- 
initely in detail, results checked continu- 
ally, systematically with proper distribu- 
tion for costs, and each year’s work 
based on previous year’s experience. 


ROBERTSON GRISWOLD 


Maryland Trust 
Baltimore, Md. 


Vice-President, Company 


“PUBLIC RELATIONS AS IT AFFECTS 
TRUST BUSINESS” 


It is now fashionable to cast aspersions 
upon a class rather than upon offending 
individuals; trust companies are thus 
treated and must prove their usefulness. 
Education begins at home. If your cus- 
tomers fail to understand what you are 
saying and doing, the public never will. 
Foolish questions must be answered 
with courtesy and tact. The misunder- 
standing of trust investments is a most 
serious difficulty for the public gener- 
ally does not understand that there are 
definite restrictions in state laws, legal 
decisions, in the trust instrument itself. 
Beneficiaries are frequently disturbed 
when specific investments cannot be 
made. The public should be informed 
of these restrictions; methods pursued 
in selecting securities; care devoted to 
investments; safeguards; and that no 
profit accrues to the institution from the 
purchase or sale of trust investments. 
Next important is education of other 
employees. Officers, directors must be 
cultivated. The term “trust” itself is 
loose and widely misunderstood. False, 
too, is consideration by many that trust 
services are limited to the very rich. 
Women should be consulted in most 
cases; they control substantial wealth of 
their own. Lawyer relationships should 
be improved. Quotation from Article 
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VII, Section 1 of Trust Division’s 
“Statement of Principle” sums trust 
public relations in a nutshell, “Although 
a trust department is a distinctly private 
institution in its relations with its cus- 
tomers, it is affected with a public in- 
terest in its relations with the commu- 
nity. In its relations with the public a 
trust institution should be ready and 
willing to give full information about 
its own financial responsibility, its staff 
and equipment, and the safeguards 
thrown around trust business.” 


W. E. BROCKMAN 


Assistant Secretary, Northwest Bancorpora- 
tion, Minneapolis, Minn. 


““PUBLIC RELATIONS AS IT AFFECTS COM- 
MERCIAL BANKING” 


Four truths involving public attitude 
towards banks are: Banking operations 
are essential to business; deposits must 
be handled as property of depositors; a 
share of profits must be reserved as pro- 


tection to depositors; bankers have been 
community leaders—their banks per- 
forming a necessary service. The years 
1931-33 brought new problems to the 
commercial banker. These are: The 
public views banks as responsible for 
the depression; prohibition of demand 
deposit interest removed one inducement 
for new business—one source of income; 
many banks first blamed service charges 
on NRA—dissolution of NRA codes 
left them holding the bag (little lesson 
in frankness); lack of understanding of 
bank operations is an eternal problem 
overcome only by patient, human sym- 
pathy; people believe banking allied 
selfishly with big business; public recol- 
lection of bank officials prosecuted; 
diminished demand for money _neces- 
sitates bankers to seek new sources of 
revenue. These problems have retarded 
advance towards systematic public rela- 
tions program. 

Under present conditions there is real 
opportunity to render exceptional serv- 
ice to commercial customers that trans- 
lates itself into money for both cus- 
tomers and banks. An informed bank 
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advertising division co-operating with 
the loaning division can watch adver- 
tising, sales, and distributing policies of 
borrowers, thus possibly preventing fu- 
ture bad loans and stimulating credit 
and bank profits. [Amplifying _ this 
suggestion, Mr. Brockman cited numer- 
ous instances where practical applica- 
tion of the principle involved has been 
successful.—-Ed. } 


H. A. LYON 


Vice-President, Harold F. Strong Corpora- 
tion, New York City 


““PUBLIC RELATIONS AS IT AFFECTS SAV- 
INGS BANKING” 
THE difficulties of applying public re- 
lations to savings banks are: (1) The ap- 
peals of purposes for savings are time- 
worn. (2) Competition with spend- 
ing. (3) The gap between the bankers 
reserved, dignified spirit and the culti- 
vation of public impulses through sim- 
ple, understanding language. The sav- 
ings banks of New York State, for ex- 
ample, through co-operative advertising 
and public relations work have elimi- 
nated wastage of advertising funds, have 
made good advertising available to 
smaller banks, have appointed senior 
ofhcer committees who handle contro- 
versial, complex matters for the whole 
group, and have carefully, frankly cul- 
tivated good press relationships by con- 
fiding in newspaper men. Now the 
public understands that savings banks 
present a united front-—that they are 
not guided by individuals but by a group 
whose mutual experience and _ ability 
unify strength—with a corresponding 
favorable reaction in savings bank legis 
lations. Through consistently bettering 
service—through such sound and pub- 
licly accepted adjuncts as The Savings 
Banks Trust Company, The Institutional 
Securities Corporation and the Mutual 
Savings Bank’s Fund, public confidence 
and respect have been established. The 
Mutual Savings Bank’s Fund—the sav 
ings banks own deposit insurance cor’ 
poration—has been doubly effective. 
Not only on the outside, but among the 
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banks themselves a “‘self-policing” policy 
has been healthfully effective. The 
work done by the mutual savings banks 
of New York might well be ramified to 
all banks where there is no unanimity 
of opinion regarding the 49 different 
sets of banking laws, or membership in 
the Federal Reserve System. Perhaps 
there is a golden opportunity for banks 
to acquire a voice in the affairs of the 
Federal Deposit Insurance Corpora- 
tion and through it institute a self- 
regulatory system bringing soundly op- 
erated, well managed banking not by 
legislation but by the bankers them- 
selves. 


G. M. HUBBARD 


President, Doremus & Company, New York 
City 


“PUBLIC RELATIONS AS AFFECTING IN- 
VESTMENT BANKING” 


Get the mystery out of the investment 
banking business; tell investors what it 
really is, what can and cannot be ex- 
pected from it. 

Correct popular misconceptions: 1. 
In spite of the prevalent impression to 
the contrary, there is no such thing as 
a security that is secure and there is 
no way for the investment banker to 
make it so. 2. Investment Banking is 
not another form of roulette; it is a 
service bringing together people with 
money to invest and people who con- 
trol enterprises requiring outside capi- 
tal. 3. The investment banker cannot 
at the same time be a merchant and a 
distinterested . professional adviser. 4. 
The price of bonds at any given time 
is not controlled by the investment 
banker. It is the result of the law of 
supply and demand. He is only the 
medium through which borrower and 
investor are brought together. He 
should not be held responsible for the 
level of interest rates or other conditions 
prevailing. 5. When investment bank- 
ers have had an opportunity to state 
their case, they have sometimes added 
to the confusion instead of clarifying 
the issues. Even worse, in the last dec- 
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ade they built up selling methods which 
resulted in their unintentionally mis- 
leading the public as to the relationship 
between investment bankers and _ in- 
vestors and unconsciously contributed 
to a profound misunderstanding with 
some startling consequences. 

What to do about it: 1. Train all 
your organization and particularly all 
your salesmen to understand the basic 
nature of the business and its definite 
limitations. 2. Refrain from any adver- 
tising or sales method likely to mislead 
the public into thinking that investment 
banking is a profession, leading investors 
to expect the impossible. 3. Make some 
appropriation every year for a vigorous 
contribution to the education of the 
public. 


ROBERT V. FLEMING 


First Vice-President, American Bankers As- 
sociation; President, Riggs National Bank, 
Washington, D. 


“THE SPIRIT OF AMERICAN BANKING 


BANKS selling services and credit dif- 
ferently relate to clients than other busi- 
nesses selling tangibles because bank 
failures make public losses while busi- 
ness failures do not. Difficult, then, is 
public conviction that their losses came, 
in the main, from fear and panic not 
from dishonesty, mismanagement. 

Various recent influences are correc- 
tive internally and externally. These 
are: Deposit insurance regaining pub- 
lic confidence, clarification of 1933 
Banking Act ambiguities by 1935 Bank- 
ing Act which also strengthens Federal 
Reserve System for prevention of un- 
due credit inflation and contraction; 
co-operative efforts of FAA, ABA, and 
other banking associations. 

Although a certain degree of cen- 
tralized authority is healthful, absolute 
control such as exercised in some coun- 
tries is not, for American industrializa- 
tion and initiative are unique. If the 
banker will exert himself in inquiring 
into community business and economic 
life—in acquiring yet greater knowl- 
edge of conditions, development of the 











community and its acceptance of in- 
dividual banking leadership will grow. 

Agencies, governmentally established 
in emergency, aided the public; let 
bankers through broadened Federal Re- 
serve facilities, and restoration of pub- 
lic confidence, expand their efforts thus 
allowing these emergency agencies to 
withdraw. The present situation finds 
Government extending credit at reason- 
able rates and financing itself, largely 
through banks, at lowest rates in his- 
tory. Yet people at large prefer deal- 
ing with private institutions, and there- 
fore banks are in a better position to 
serve than ever. 

Towards this end better public un- 
derstanding of banking functions is de- 
sirable. This may be accomplished: 
By education of all personnel in bank- 
ing law and principles of public rela- 
tions through all bank educational and 
managerial organizations, plus customer 
relations clinics; by explanatory and 
service-selling advertising of individual 
banks; by co-operation between FAA 
and various ABA departments towards 
dispelling mystery of banking; by co- 
operation between individual bankers, 
committees of the ABA, and the heads 
of Government, both national and 
state. 


HENRY OCHS 


Vice-President, Winters National Bank & 
Trust Company, Dayton, Ohio 


“PUBLIC EDUCATION THROUGH 
ASSOCIATIONS” 


EXEMPLARY, and elsewhere adaptable, 
is the work of the Committee on Edu- 
cation and Public Relations, the head- 
quarters staff, and officers of the Ohio 
Bankers Association. To publicly ex- 
plain whole story of banking required 
a comprehensive program which _in- 
cluded: Mailing to all banks reasons 
why program was necessary; association 
prepared talks delivered by local bank- 
ers reaching adults (primarily) and 
children appropriately gathered—these 
combined with association prepared re- 
leases to newspapers thus reaching non- 
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attendants; similar material broadcast; 
broad public relations information 
stressed at bank personnel meetings so 
non-public-speaking officers and em- 
ployes could co-operate among own 
circle of acquaintances; bulletins suggest- 
ing tied-in advertising continuously for- 
warded to banks; active co-operation 
with the press. Estimated audience of 
these informative efforts between 2!/- 
5Y million people. 

Proposed plans amplifying these ef- 
forts in future include: Informing 
secretaries of luncheon clubs, chambers 
of commerce, women’s and farm or- 
ganizations of availability of speakers; 
forum meetings in larger cities for 
banker-business men discussions; fur- 
therance of bank employe meetings on 
customer relations; expansion of edu- 
cational work among school children. 

Advertising, of itself, is a powerful 
ally—but without a background of ia- 
tegrated public relations work by state 
bankers associations a large measure of 
advertising’s effectiveness is vaporized. 


SAMUEL MARSH 


Manager New Business, Trust Department, 
First National Bank of Chicago, Chicago, IIl. 


““HOW THE BANK STAFF MAY CO-OPERATE 
WITH THE TRUST DEPARTMENT 


FAceD with the problem of revising the 
First National Bank of Chicago's old 
prospect list, the new business depart- 
ment asked the co-operation of the bank 
staff. Most names listed originally came 
from department officers so they were 
regrouped accordingly and submitted 
back to originating departments for re- 
analysis. The names so submitted were 
typed on legal cap paper so that the 
desks of the executives reviewing them 
would not be cluttered with cards, and 
each list was delivered in person along 
with an explanatory memorandum. 
Everything possible was done to facili 
tate bank staff co-operation. 

Not only were approximately 60 per 
cent. of the names weeded out, but new 
names came in voluntarily and the en- 
tire bank staff became more interestedly 
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alert to trust department work. Cut- 
ting these unfit names necessitated re- 
building the list. Again the bank staff 
co-operated by checking lists of other 
customers to indicate whether individual 
accounts might be worth trust depart: 
ment attention. The bank staff also re- 
viewed company accounts and often 
company names recalled wealthy indi- 
viduals in them. Further, in many cases, 
oficers recalling the need of a company 
for agency service recommended pros 
pects for the agency division. 


W. ESPEY ALBIG 


Deputy Manager, American Bankers Asso- 
ciation, New York City 


“HOW WE ARE IMPROVING RELATIONS 
WITH SAVINGS CUSTOMERS” 


Many avenues through which good will 
flowed from bank to customer are closed 
because they are subject to legislative 
requirement and to regulation by state 


banking boards. There remain prompt- 
ness, accuracy, cordial friendliness, and 
human interest in bank’s customer's 
affairs. 

The competition which exists in com- 
mercial banking is between banks—not 
between banks and outside agencies. 
Time was when private banks in many 
states were practically unregulated by 
law. They competed with commercial 
banks under state or national charter. 
That condition has changed. 

In savings banking the competition is 
not between banks, but between banks 
and outside financial agencies so-called. 
In some cases the type of investment of 
funds is almost identical, yet under 
regulations the bank is restricted in its 
rate of interest to almost one-half that 
paid by other agencies. 

Banks must change the form of efh- 
ciency which has been built up over a 
period of years, enabling bank tellers 
to show interest in the customers’ con- 
cerns without losing their efficiency in 
the work immediately before them. 

Now the awareness of the drastic de- 
flation of securities caused by the busi- 
ness smash in °29 and °30 will keep 
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banks’ customers coming to the banks 
because of their safety. A new genera- 
tion, now entering business, has no 
knowledge of the 1929 business and 
financial crash—to them it is academic. 
They are looking about for places to 
deposit their money—presently they 
will assume safety in banks and in all 
types of investments just as that as- 
sumption was manifested ten years ago. 

The higher rates paid by agencies 
outside of banks must be counteracted 
in securing funds, if at all, not only by 
cordiality, courtesy, accuracy, and 
promptness, but also by a profound in- 
terest in those matters which have the 
customers’ attention. 

So savings banks through customer 
relations must meet, compete with, and 
vanquish inertia, political relief, prom- 
ises of larger returns, and all the bland- 

ments finding favor with cupidity. 


EDWARD L. BERNAYS 
Public Relations Counsel, New York City 


““MOLDING PUBLIC OPINION” 


SYMBOLS are short cuts to thinking, tak- 
ing up the time lag of an acceptance 
for an idea. Without symbols the 
human mind would be in a maze, over- 
whelmed by modern life’s complexities. 
To be valid, symbols must accurately 
represent realities, must ever change to 
keep pace with shifting meanings. Such 
men as Stalin, Mussolini, Hitler, and 
able politicians utilize symbols to at- 
tain public popularity. Business is be- 
ginning to realize the value of symbols. 
Symbolically most property is now 
owned—much banking done. 

Financial institutions have turned re- 
cently from symbolical white to black. 
Bank public relations depends on a clear 
concept of symbols; a study of the en- 
tire situation from a broad viewpoint; 
finding what the public thinks, and 
why; devising a campaign of activities, 
words and pictures to modify the pub- 
lic attitude. 

Public now notions that banks take, 
keep and confiscate their money; they 
must learn that banks borrow and guard 
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their money and enrich all by its wise 
usage. 

To do this, banks must first find men 
(symbols) the public believes in to be- 
come bank spokesmen—men who have 
no personal axe to grind, no private 
profit to gain. Banks must clarify 
words, concepts, and actions that have 
become blurred in the public mind— 
such public education cannot be accused 
of self-interest. Banks and bankers must 
also re-establish themselves, through 
public-spirited activities in their own 
communities and thus assume the posi- 
tion they once occupied. 


CHARLES R. GAY 
President, New York Stock Exchange 


“PUBLIC RELATIONS AND THE NEW YORK 
STOCK EXCHANGE 


THE question of public relations has, 
since the mobilization of sentiment dur- 
ing the World War, assumed un- 
precedented importance due to: New 
communication facilities such as radio; 
new social consciousness among business 
men and established institutions. Busi- 
ness, once operating under a “public 
be damned” attitude and responsible 
only to customers and stockholders is 
now aware that it operates under a 
popular franchise. 

Peculiar to the New York Stock Ex- 
change are such public relations prob- 
lems as: Maintenance of scrupulous 
distinction between public relations and 
promotion; Exchange emblematic of 
1929 market crash although actually it 
was but a barometer; Exchange symbol 
of Wall Street, Big Business, and New 
York City and therefore target for 
prejudices, antagonisms and _ sectional 
hostilities; abstract nature of service 
rendered about which facts and in- 
formative statistics can be mishandled 
and misinterpreted. 

Certain of these problems overlap 
bank public relations efforts—perhaps 
informal discussions on such over-lap- 
ping problems might be mutually help- 
ful. 

Many people will revile any sincere 


efforts to educate and reform as selfish 
propaganda and deception. Neverthe- 
less to combat prejudice and misunder- 
standing, to inform the public of Stock 
Exchange functions and activities, the 
Exchange must actively, aggressively, 
unceasingly adhere to a policy of pub- 
lic education. 


WILFRED W. FRY 


President, N. W. Ayer & Son, Philadel- 
phia, Pa. 


“CHANGING VIEWPOINTS” 


DEPRESSIONS despair is consoled by 
consideration of the vast, progressive 
strides made in the past six years such 
as color in moving pictures, new textile 
fabrics, greater steamships, streamlined 
trains, prefabricated houses, acceptance 
of air conditioning, approach of tele- 
vision, improved technical developments 
in communications and aviation. Such 
progress came from unafraid men of 
initiative. 

No banker experiencing undeserved 
abuse and public’s utter lack of con- 
fidence in past five years can deny need 
of general education in banking. But 
in city and country surveys show 75 
per cent. of financial advertisements 
still using century-old, stereotyped 
forms. 

Advertising is not a magic formula 
for unearned success—it is a business 
enterprise that, rightly directed and 
prepared, profits the advertiser. To do 
so it must be good and be read—to be 
read it must appeal to the reader’s self- 
interest by being as dramatic, simple 
and understandable as possible. Bank- 
ers have shrouded banking in mystery, 
clothed it in dignity. Mystery leads to 
distrust and any business dealing with 
humans can be human in its approach 
without loss of dignity. 

No less dignified than banks are 
Steinway & Sons, American Telephone 
and Telegraph, insurance companies. 
Yet advertising of such organizations 
has beauty, sincerity and above all, the 
human touch. Constructive, broad- 
gauge bank advertising can reassure 
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business, rebuild public confidence, turn 
industry's wheels. 


LEWIS F. GORDON 


Public Relations Director, Citizens & South- 
ern National Bank, Atlanta, Ga. 


“PLANNING THE ADVERTISING PROGRAM 


ADVERTISING has two distinct functions: 
educating and identifying. In either 
case, do it well or not at all. There is 
a need in banking for the positive ap- 
plication of merchandising and market- 
ing principles paralleling those used 
in all lines of commercial endeavor. ‘The 
public relations, new business and ad- 
vertising departments should be closely 
co-ordinated to this end. 

First determine “why” you want to 
advertise: to identify the bank, build 
good will, sell services, educate people. 
Get out into the market—listen to your 
customers and prospects, the public— 
there you will find out why. 

Market study should be used next 
to ascertain “what” to advertise. What 
part of your service does the public use? 
What are they failing to use and why? 
Is practical service the thing to sell 
them? 

More market analysis will discover 
to “whom” you should advertise. Go 
back to “what” and then determine 
“who” in your community is the pro- 
spective customer: the public in general, 
class groups, special industries, other 
banks. 

“Where” to advertise is determined 
in turn by the “who.” Who is reached 
by the medium under consideration; 
will they be interested in “what” we 
are discussing or offering? For banks 
generally a newspaper advertising back- 
bone is recommended because: it 
blankets the public just as bank service 
extends over a cross section of people; 
also a well-informed, co-operative press 
has great force and value in allaying 
public fear and dissipating uncertainty. 
There is every reason to believe that 
the public will read newspaper adver- 
tising provided it does as good a job as 
the reporter and editor. As for other 
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media, each bank should use the in- 
dividual publications it needs for the 
needs of each bank differ. 

“When” shall we advertise? As 
regularly as possible. The “hit and 
run” method has no place in a well or- 
dered program. 

Advertising space is only worth the 
use you make of it. Fill it with good 
salesmanship—and remember a_ prin- 
ciple of good selling is “talk about the 
other man’s business rather than your 
own.” 

The advertising banks of this coun- 
try should be moving in unison toward 
a definite objective—Public Education in 
Banking. In principle our independent 
national banking structure is funda- 
mentally sound and right. But how will 
the public ever know unless we tell 
them? 


A. R. GRUENWALD 


Chairman, General Research Committee. 

Financial Advertisers Association; Advertis- 

ing Manager, Marshall © Ilsley Bank, Mil- 
waukee, Wis. 

““ASSOCIATION RESEARCH: SOME FIND- 

INGS AND RECOMMENDATIONS” 


Advertising Appropriations: Details 
of survey indicate that advertising sales- 
minded banks maintaining or increasing 
appropriations reported correspondingly 
positive results; banks greatly decreas- 
ing advertising and selling efforts re- 
ported correspondingly negative results. 


Safe Deposit Service: Average vault 
space rented by FAA members 69 per 
cent. compared to average nation-wide 
rental of 60 per cent. Unrented space 
a genuine sales opportunity but no evi- 
dence of concerted effort to do so—half 
of reporting members doing little or 
nothing. 


Competitors after 


Savings: 
available funds while cost’ of so doing 
is low. Average depositor does not un- 


going 


derstand bank’s hesitancy to accept 
money. Thrift must still be sold from 
social aspect. Advertising and public 
relations department a “balancing” de- 
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partment—advertising for both loans 
and savings but stressing what’s most 
needed. Public owed adequate informa- 
tion regarding savings and credit facil- 
ities rendered by savings banks. “Con- 
structive thrift education serves the in- 
dividual and helps to reduce relief re- 
quirements, explode impossible pension 
schemes, curb excessive taxation.” 


Christmas Club Savings: Membership 
trends: 48 per cent.’of reporting mem- 
bers show 1935 increases; 10 per cent. 
maintained 1934 levels; 6 per cent. re- 
ported losses. The 53 per cent. paying 
no interest were all commercial banks 
or trust companies. Majority of Christ- 
mas Clubs thriving despite interest re- 
ductions, eliminations— ample proof 
that public values installment savings 
plan. Odd that savings divisions should 
consider discontinuance of this plan 
while loaning divisions push personal 
installment loans, etc. 


Advertising Media: Survey now be- 
ing made. 


Copy Testing: Work done includes 
General Testing Methods; Results and 
Analyses; Tested Bank Advertising; 
Conclusions and Recommendations. 
Study and application of this copy test- 
ing survey conjunctive with media sur- 
vey, to be released later, may indicate 
greater financial advertising effective- 
ness, greater appropriation stability. 

Commercial Banking Research: “Fly- 
ing squad” reported on advertising pos- 
sibilities under FHA Title II. Reported 
on service charges. Also survey indi- 
cated that advertising division could 
assist loaning division by watching mer- 
chandising policies of borrowers. Study 
now under way to stimulate sound 
loans, for every loan that “goes govern- 
ment” is a commercial banker’s loss. 


Public Relations: Of reporting mem- 
bers 33 per cent. to continue staff meet- 
ings; 27 per cent. “no program”; 10 per 
cent. for “house organs”; 30 per cent. 
increasing customer calls and continuing 
co-operation in matters of civic and com- 
munity interest. 





Trust Development: [A summation 
by Mr. Gruenwald of report by Charles 
Patch, Jr.—this report independently 
summed under TRUST DIVISION.— 
Ed.} 


Summary: Some banks are not going 
after deposits; report no demand for 
loans; have unrented safe deposit boxes; 
attach little importance to public rela- 
tions; cut advertising, sales, public rela- 
tions appropriations; are “waiting” for 
times to change; know nothing of eco- 
nomical value of modern advertising 
and merchandising methods. In con- 
trast, some banks are going after de- 
posits; are trying to increase vault 
rentals; understand economical value of 
modern advertising and merchandising 
methods; realize that constructive cus- 
tomer and public relations are an in- 
valuable asset; are aggressive in every 
day banking affairs; are interestedly ac- 
tive in developing an increasingly bet- 
ter banking system and better banking 
and public relationship. 


DONALDSON B. THORBURN 


Assistant Vice-President, Bank of America, 
San Francisco, Cal. 


“MOTION PICTURES AND THE PUBLIC 
RELATIONS PROGRAM” 


To present a broad conception of bank 
holding company, Transamerica, to 
various groups of people required 
pioneering in visual education. Trans 
america, provider of capital developing 
corporations and three branch banking 
systems in three important states, is 
composed of 500 financial, insurance 
and real estate units. It was felt that 
individual employes in these units, gain- 
ing a broader view of the composite or- 
ganization, would have quickening in- 
terest in specific, individual tasks. Trans- 
america stockholders are numerous and 
territorially widespread; clarification of 
what they own through retention of 
stock certificates could be tangibly 
demonstrated only through motion pic- 
tures. Functions of holding companies, 
due to newspaper comments, political 
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lip-service, was confused in _ public 
mind; hence public must become ac- 
quainted with such functions. Em- 
ployes—stockholders—public; a three- 
fold program. 

Through publications and over radio, 
presentation of Transamerica story 
would necessitate _effectiveness-losing 
serials. Moving pictures with sound 
track provided the answer. 

Results: employes in their own units 
were able to gain a visual relation of 
individual labors to composite effort. 
New York stockholders, for example, 
were notified of picture showing in New 
York—15,000 of them wrote Trans- 
americas New York office requesting 
invitations. As to the public: at the 
International Exposition in San Diego 
a complete miniature theater, seating 80 
people, shows “Transamerica” picture 
to 2000 people each day—7 per cent. 
of all persons attending the Exposition. 
Theater chains were also utilized, but 
the film was not shown as part of regu- 
lar performances—being scheduled in- 
stead to run between them. The pub- 
lic responded to newspaper and radio 
advertising and called for invitations 
to see these showings. People appre- 
ciated this method which was adopted 
because the public resents advertising 
material foisted upon it in semblance 
of entertainment it has paid to see. 
{Following Mr. Thorburn’s introduc- 
tion, the “Transamerica” film, with 
sound track, was shown to FAA dele- 
gates. The picture, indicating Trans- 
america's growth, shows Transamerica’s 
present prominence. Shots of integrated 
companies, of Gianinni management, of 
Transamerica dollars at work in con- 
struction, industry, agriculture, mining, 
smelting, lumbering, motion pictures, 
demonstrated Transamerica’s essential 
activities in public welfare. Most 
human shot; just-able-to-walk Chinese 
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boy making deposit in Bank of Amer- 
ica’s Chinatown branch and momentar- 
ily forgetting to retrieve pass book 


(Apologies to TIME magazine’s cinema 
editor) —Ed.} 


GRANVILLE B. JACOBS 
New York City 


“TRAINING STAFF MEMBERS FOR BETTER 
PUBLIC RELATIONS AND BUSINESS 
DEVELOPMENT” 


EMPHASIZING the need for trained bank 
employes is the fact that 85 to 90 per 
cent. of the bank’s contact with the 
public is by employes. Consequently 
in training a bank’s organization for 
better public relations it is just as neces- 
sary that the members of the staff have 
an understanding of the psychology of 
dealing with people as it is that they 
have a knowledge of the services which 
the bank has to offer. Nor is it neces 
sary to build false hopes by making 
ridiculous promises in order to induce 
employes to think constructively and 
work enthusiastically. 

The foundation of all public relations 
work is salesmanship which is the art 
of pleasing people. The secret of the 
application of this art—being interested 
in people. 

To efficiently deal with the public 
the members of the bank’s staff should 
have: 1—A thorough knowledge of 
the services from a public relations 
standpoint. 2.—An understanding of 
the basic principles of psychology as 
applied to dealing with bank customers. 
3.—Good morale. 4.—Knowledge of 
the bank’s advertising program. 

It is not important how many people 
advertising brings to your institution, it 
is their impressions as they leave it that 
determine the real value of your adver- 
tising expenditure. 
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Commercial and Savings Department 


GEORGE O. EVERETT 


Assistant Vice-President, First Citizens Bank 
& Trust Company, Utica, N. Y. 


““PUBLIC INSPIRATION” 


It’s not the size of the dog but the size 
of the fight in the dog that counts. 
Everyone, high and low, has suffered 
from the depression. Every locality 
has the problem of inspiring, hearten- 
ing its people—instilling faith in the 
future—overcoming the demoralization, 
devastation following vicious, uncon- 
trolled, speculative booms. 

The First Citizens in Utica decided 
that the best way to meet this problem 
was to demonstrate from the passing of 
by-gone depressions that the current one 
would also give way to renewed ad- 
vances. The goal of recovery is worth 


faith, courage and redoubled energy 
such as our forefathers displayed. 


The first half of this campaign was 
devoted to past depressions’ histories, 
based on Cleveland Trust’s Colonel 
Ayres’ chart of business fluctuations. 
Major depressions were summed up in 
one advertisement; then each depression 
was treated separately in individual ads. 
Besides newspaper advertising, six ads 
were reproduced and distributed to 
10,000 homes; car cards and lobby dis- 
plays were used; co-operation from 
clergy, Chamber of Commerce; Retail 
Merchants Council, was obtained; ad 
proofs were displayed in store windows, 
factory interiors. Result: thousands of 
people felt less badly about current de- 
pression: when it was compared to pre- 
vious ones. 


{In conjunction with his talk, Mr. Everett 
presented a drama transcribed for reproduc’ 
tion on a victrola. In this drama Uncle Sam 
(Spirit of American People) showed dis- 
couraged John Winthrop (1935) the de- 
pressions passed through by his ancestors 
Isaac Winthrop (1777); Joshua Winthrop 
(grain business, 1837); Paul Winthrop 
(business man, 1857); Dick Winthrop 
(druggist, 1873). John’s father, Harry 
Winthrop, aids Uncle Sam in inspirational 


backtracking.—Ed. ] 


KENNETH M. MURCHISON 


Vice-President, Central Savings Bank, New 
York 


“THE PROPER TREATMENT OF NEW 
ACCOUNTS” 


THis subject of New Accounts is an 
interesting, important one. It is worth 
all the study that can be put on it. The 
New Account Department itself should 
be centrally located with ample, com- 
fortable space and desks, with supplied 
reading matter designed to interest the 
new depositor. 

New Account representatives should 
have many essential qualifications, they 
should be courteous, genial, with a wel- 
coming smile, a personality to make a 
favorable impression upon the customer, 
and abundant liking for people to make 
the depositor a friend of the bank. 

If the bank be of sufficient size there 
should be a New Account teller, whose 
sole duty is to put through new ac- 
counts as expeditiously as _ possible, 
spending saved time in pleasant conver- 
sation or giving information about the 
bank, its services, aims, achievements. 

Do women make better New Account 
employes than men? Or as good? And 
if not, why not? There is wide diver- 
gence of opinions on this question but 
one survey showed that, except in a 
few cases, men qualify best. 

Closed-out accounts, the bugbear-in- 
chief of the savings banks, are the 
ruination of progress. Many officials 
do not feel that the depositor should be 
questioned but actually depositors like to 
be questioned concerning their reasons 
for closing-out. The reason most fre- 
quently cited is immediate need for 
money. 


MARVIN A. LEMKUHL 
Scott-Telander, Inc., Milwaukee, Wis. 
‘““A BALANCED DIET” 


Much has been offered us here at this 
convention (and at our conventions in 
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other years)—much that is practical, 
helpful, timely, provocative. We listen 
to many excellent discussions on every- 
thing from public education to the lobby 
guard’s brass buttons. Then we go 
home and quickly slip into the old rou- 
tine, most of us reverting to our own 
particular specialty and our old way 
of doing things. 

Instead, it might be wise to make a 
studied attempt to apply the facts, ideas 
and suggestions gathered in the course 
of these convention sessions. The FAA 
gives us practical tools—let’s use them. 
Let’s take home these valuable ideas 
and, taking nothing for granted, scruti- 
nize, analyze, dissect, and then adopt or 
adapt as the case may be. And, hav- 
ing selected what best fits our needs 
damn the torpedoes, full steam ahead! 

This year let's make a special effort 
to use what has been offered. When 
we get back on the job, let’s plan a 
balanced diet of advertising and public 
relations activity—using every “‘vita- 
min” and every other basic ingredient 
which diagnosis demands. Then, let’s 
feed the patient in a systematic and per- 
sistent manner. Let’s get down to busi- 
ness and go to work. 


C. U. DYKES 


Assistant Cashier, Hamilton National Bank, 
Chattanooga, Tenn. 


“HOW WE ARE IMPROVING RELATIONS 
WITH COMMERCIAL CUSTOMERS” 


EXEMPLIFYING bankers improved rela- 


tions with commercial customers and 
others, the Hamilton National Bank en- 
deavored to educate the public to a bet- 
ter understanding of banking operations 
and though the public may never un- 
derstand the intricate details of bank- 
ing, these efforts, of necessity, must be 
continued. 

The Hamilton National Bank has 
used its newspaper space, principal ad- 
vertising medium, in an effort to ex- 
plain loan policies—also to make clear 
just what constitutes safe and sound 
commercial loans. 

Another effective form of good will 


advertising is the distribution of quar- 
terly statements containing a display of 
statement of condition, a list of officers 
and directors and a message to the 
patrons. Personal calls to offices of 
patrons and friends are particularly 
helpful—they constitute an attractive 
means of obtaining a better knowledge 
of the customer and prove, almost with- 
out exception, beneficial to all. 

The most important of all means of 
establishing good will relations is courte- 
ous, friendly service in the lobby. We 
are all human and like to be received 
with a “friendly smile” and a “courte 
ous good morning.” Each bank employe 
is a salesman and the only thing that a 
bank has to sell is service which is only 
sold through courteous treatment, for 
the little things in life really do count. 
We, in the banking business, must keep 
this thought always in mind if we ex 
pect to progress. 


DONALDSON B. THORBURN 
Assistant Vice-President, Bank of America, 
San Francisco, Cal. 


*“MERCHANDISING THE BANK” 


DEFENSIVE bank institutional advertis- 
ing will only confuse the public’s con- 
sciousness. Public education is neces- 
sary but it must be solved co-operatively 
so that the representations of such a 
campaign be spokesmen for all banks. 
Such a broad program, devoid of politi- 
cal partisanship and propaganda, im- 
plies some standardization of service, 
some professionalization of banking. 
However, every bank must actively 
strive to back up assertions of such a 
campaign so that no miszepresentations 
are made to the public. The banker 
must convince the public that he is an 
impartial leader, better capable than 
politicians of originating constructive 
bank legislation—public recognition of 
this fact can best be done by co-opera- 
tive public relations effort. 

Today's job of the bank’s own public 
relations department is to merchandise 
that bank’s services at a _ profit—ac- 
quainting effective demand with supply 
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so as to employ funds and facilities. 
Thirty-four separate Bank of America 
services, for example, are being mer- 
chandised at increased profits through 
adapted advertising and merchandising 
programs. Of major importance in such 
merchandising efforts is the active co 
operation of every unit of personnel so 
as to provide the type of service prom’ 
ised by the campaign. 

FAA members, interchanging re- 
ports on local conditions, can be mu- 
tually beneficial on two specific matters: 
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the combating of those border-line 
financial advertising racketeers who 
flagrantly misrepresent facts and con- 
demn all financial advertising in the 
court of public opinion; and the con- 
certed defense in fighting the well- 
directed and growing legislative tend- 
ency to tax display space in publications 
-not only for the sake of bank ad- 
vertising but particularly because such 
a movement deters the stimulation of 
purchasing power for salable products 
and retards recovery. 


Investment Division 


JUDGE JOHN J. BURNS 


General Counsel, Securities and Exchange 


Commission 


ADDRESS 


Osyect of Securities Act of 1933 is 
to publicize information for the investor 
and his protection. Administration of 
this Act by SEC resolves itself to judg- 
ing what is right and what wrong in 
presenting such information, consider- 
ing all involved parties. 

Interests of SEC are identical with 
those of publications, advertising agen- 
cies, and mutual co-operation has been 
great and is growing despite differences 
of opinion. Recent round table discus- 
sions between SEC staff and newspaper 
attorneys resulted in clarification of just 
what could and could not be included 
in advertisements. Possibility of lia- 
bility to newspapers and advertising 


agencies remote—-law intended to stop 
tipster sheets selling securities for their 
own account under guise of financial 
advisers. 

The prospectus aims to make all es- 
sential information available to investors 
—"“investment is an exercise of judg- 
ment and that must be preceded by 
knowledge, and knowledge implies in- 
formation made public.” Law _ firms 
representing underwriting houses now 
withholding approval on prospectuses as 
outlined in Releases 351 and 357 ap- 
proved thousands of prospectuses prior 
to the Act carrying liability substan- 
tially no greater than in Securities Act 
of 1933. This Act, passed unanimously, 
represents will of the people. Despite 
objectors fearful of property rights 
through fair-minded co-operation the 
present apathy of underwriting houses 
towards advertising their new offerings 
can and will be overcome. 


Trust Division 


L. R. DUTTON. 
President, Jenkintown Bank © Trust Co., 


Jenkintown, Pa. 


“HOW CAN THE PUBLIC BE EDUCATED 
IN WHAT TRUST COMPANIES DO?” 


A TRUST DEPARTMENT, discouraging 
the reckless, encouraging the timid, jus- 
tifies its claim of being an incorporated 
friend. But Trust Companies have 


changing personnel to perform the serv 
ice required, a changing type of service 
rendered, and a changing public to 
render it to. 

No matter how well established a 
trust organization is, it must constantly 
be alert in securing new business. 

One of the best methods is education 
of bank personnel—inspiring them with 
a “Service Motive” that creates an at- 
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mosphere on the public of friendly dis- 
position, good judgment and capacity. 

A bank officer particularly should 
name his own bank as executor and 
trustee—a card displaying this fact on 
the officer’s desk is a constant reminder 
and confidence builder to all who see it. 

Through personal interviews, direct 
mail, and indirect methods a profitable 
volume of business can, with patience, 
be developed. 

The foundation stones on which suc- 
cessful trust administration will be built 
are: Public education of usefulness and 
awareness of the individual of his needs; 
confidence in the strength of the cor- 
porate organization; faith in ability of 
oficial personnel; and assurance of per- 
manency of satisfactory management. 


J. BLAKE LOWE 


Vice-President, Equitable 
Baltimore, Md. 


First Trust Co., 


“FUTURE OF TRUST SOLICITATION” 


THREE facts loom large in the future 
of trust solicitation. 

Taxation is becoming a dominant 
factor in the large estate. At the Equi- 
table Trust, one officer is an expert on 
tax laws, tax decisions—his reputation 
is such that attorneys and life under- 
writers consult him. Besides knowledge 
of tax laws, ability to draw the instru- 
ments essential for effective tax-saving 
(upon attorney's request) is necessary. 

Socialism and the smaller estate is an- 
other factor. The trend towards a 
socialistic system necessitated reduction 
of savings account interest, service 
charges, personal loan departments. 
With the breaking down of big busi- 
ness the average future estate will be 
smaller. Trust companies are now un- 
able to profitably handle the small es- 
tate, but sooner or later the problem 
must be recognized if this tremendously 
potential field is to be developed. The 
comingled fund or trust may be the 
answer. 

The indirect approach to new busi- 
ness is a third factor. The outstanding 

ct in trust promotion is attempting 


to cover too much territory—failure to 
concentrate. If promotion effort is 
concentrated the proper entree to one 
good prospect is worth a hundred calls 
on fifty suspects. The indirect approach, 
with business emanating from carefully 
cultivated insurance men or lawyers, 
may be 90 per cent. effective—a cold, 
direct call may be only 10 per cent. ef- 
fective. 


C. MERRILL SCHLOSSER 


Trust Officer, Camden Safe Deposit & Trust 
Co., Camden, N. J. 


““FOR WHAT TYPE OF TRUST SERVICE 
WILL THERE BE THE GREATEST 
FUTURE DEMAND?” 


ALTHOUGH many complicated, un- 
predictable factors enter into the an- 
swering of this question, there seems to 
be a permanent trend in the direction 
of testamentary work because testa- 
mentary trusts are not so subject to 
fluctuating tendencies. 

Figures of one bank show that from 
1925 to 1931 55 per cent. of all ap- 
pointments were voluntary and insur- 
ance trusts and 45 per cent. testa- 
mentary appointments. For the same 
bank from 1932 to 1935, of all ap- 
pointments, 16 per cent. were voluntary 
and insurance trusts and 84 per cent. 
were testamentary. 

Public interest in this service has been 
enhanced by upward trend in taxes on 
estates, gifts and personal incomes. 

Furthermore, while trust business se- 
cured during periods of abnormal pros- 
perity is overvalued, that secured at 
lower ebbs is frequently discounted 
Testamentary trust business produced 
in 1932 has been estimated—on a statis’ 
tical basis—to have a dollar-and-cents 
value approximately three times greater 
than the same type of business developed 
in 1929. 

Testamentary service, removing fu- 
ture’s uncertainties, affording financial 
security to beneficiaries, effecting sav- 
ings in taxation, assuming swifter pro- 
bate, and being efficient and economical 
in estate administration, will probably 
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form a large part of fiducary work in 
the future because people of property 
will continue to hand estates down by 
will from one generation to another. 


A. D. BOWIE 


Trust Officer, Security Trust Company, 
Wheeling, W. Va. 


“THE EFFECT OF THE NEW ‘TAX THE 
WEALTH PROGRAM ON FUTURE 
TRUST BUSINESS” 


THE “tax-the-wealth” program, raising 
an expected $250,000,000 each year 
(enough to run the government eleven 
days) virtually confiscates amassed 
wealth to such an extent that it can no 
longer be passed from generation to 
generation. So much so that the bene- 
ficiaries of semi-liquid ten-million-dollar- 
estates are no better off than those of 
one-million-dollar estates after taxes and 
expenses are paid. 

Few Trust Companies would continue 
paying large overhead expenses without 
the commissions from a few such siz- 
able estates. If trust development rep- 
resentatives do not try to establish more 
just and equitable taxes there will be no 
more philanthropists to endow hospitals, 
schools, parks—no more capitalists to 
establish new industries. 

The income tax, at first liberal and 
reasonable, has grown to far-reaching 
proportions. The estate tax, first passed 
in 1916 as an emergency measure and 
promised by the Government to be only 
for the duration of that emergency, in- 
sists upon advancing. The immense tax 
burden was one of the prime causes of 
the depression, and recovery will come 
not by increasing taxes, but by reduced 
governmental expenditures. 


R. M. EASTMAN 


Vice-President, State Street Trust Co., Bos- 
ton, Mass. 


“Ig IT WISE TO SOLICIT TRUST BUSINESS 
ON THE BASIS OF TAX SAVING?” 


WHILE we realize the importance of 
the tax problem in an estate plan, it is 
not the policy of my bank to seek trust 





THE BANKERS MAGAZINE 






business on the basis of tax saving. It 
has always been our policy to have all 
of our business promotion work based 
on confidence in our bank and its ability 
to perform its functions efficiently, satis- 
factorily and pleasantly. 

If a person is thoroughiy sold on the 
stability of the bank and the character 
and experience of its personnel, he will 
have confidence that the bank will see 
that his rights, as far as taxes are con- 
cerned, are protected the same way as 
his interests are cared for in every other 
way by a well conducted trust depart- 
ment. For instance, lack of experience 
and good judgment in investment mat- 
ters might cause losses which would 
more than offset any savings in taxes. 

We still hesitate, as we always have 
in the past, to recommend the use of 
irrevocable trusts except in very special 
cases. We don’t pretend to be prophets 
and there is no guaranty that taxes will 
always go up. It may be possible that 
in the future there might be tax re- 
ductions so that plans made today in 
fear of rising taxes might prove quite 
unwise in the years to come. 

Having our customers thoroughly sold 
on the bank, and doing everything we 
can to merit their confidence in us, 
seems to us the most satisfactory basis 
for attracting business and retaining it. 


FONTAINE LEMAISTRE 


Assistant Trust Officer, The Barnett National 
Bank, Jacksonville, Fla. 


“TO WHAT EXTENT DOES MAIL ADVER- 
TISING HELP IN TRUST SOLICITATION?” 


LETTERS received from trust men in 
various sections of the country indicate 
mixed viewpoints on the value of direct 
mail advertising, ranging from those 
who view such advertising as the mest 
proximate cause of increased trust busi- 
ness to those who think it does more 
harm than good. 

Direct mail is only one item in a new 
business program and must be regarded 
as such. To be effective in paving the 
way for personal contact it must con- 
tain material that is timely, truthful, 
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sincere and capable of arousing interest; 
it must be presented in a dignified man- 
ner at frequent intervals; it must be 
personal—not “canned.” Furthermore 
the mailing list must be carefully pre- 
pared with the stress on quality and 
not quantity. Finally the personal 
follow-up must be made quickly and 
efficiently. 

Direct mail advertising, adhering to 
these rules, will be a distinct help to 
trust solicitation. 


HARVE H. PAGE 


Second Vice-President, The Northern Trust 
Company, Chicago, IIl. 


“WHAT FORM AND STYLE OF ADVERTISING 
Is MOST HELPFUL IN TRUST SOLICITA- 
TION WORK?” 


ALTHOUGH different circumstances raise 
different problems requiring different 
solutions, at The Northern Trust Com- 
pany newspaper advertising was found 


least helpful in trust solicitation, direct 
mail most helpful and radio between the 
two. 

Newspaper advertising was long copy 
type, appealing in art work, with a hook 
inviting a request for descriptive litera- 


ture—all ads were pitched to attract 
people having estates of $100,000 or 
more. Such advertising was to provide 
general publicity of trust services 
to otherwise undiscoverable constantly 
changing prospects. 

Radio advertising was arranged, 
through formal music and fine voices, 
to appeal to the older generation. The 
message was conveyed by the Family 
Banker who recounted instances of 
specific estate problems with, in many 
cases, current events woven into the 
Story. 

Although both newspaper and radio 
produced large numbers of inquiries, it 
has been difficult to trace definitely the 
actual number of really good leads pro- 
duced because one can never tell how 
influenced today’s prospect was by these 
mediums in the past. 

Direct mail, on the other hand, could 
be aimed at a particular, known market. 
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Four or five direct mail campaigns a 
year with letters sent at ten-day to three- 
week intervals resulted in better-grade 
inquiries and eliminated many requests 
from curiosity mongers. Each letter, 
confined to short, eye-appealing para- 
graphs and not more than one page, dealt 
with some particular phase and invited 
request for a booklet further descriptive 
of the subject. Letters were typewritten, 
personally signed, and contained a no- 
postage return card. 

This direct mail work, supported by 
well-written booklets and based on the 
Estate Plan, proved most helpful in 
opening the door to personal solicita- 
tion. 


CHARLES PATCH, Jr. 


Trust Department, The Cleveland Trust Co., 
Cleveland, Ohio 


“IS A REGULAR FOLLOW-UP OF THE 
BETTER NAMES IN YOUR WILL FILE AD- 
VISABLE?” 


THE answer to this question is based 
largely on replies from the 1935 Trust 
Development questionnaire. The con- 
sensus of opinion therefrom is definitely 
that a regular follow-up system is ad- 
visable. 

Practical difficulties, however, inter- 
fere with a complete coverage of the 
better names. Some customers, who are 
in constant touch with the operation de- 
partment can be omitted—others may 
be kept up to date through their at- 
torneys and still others through personal 
friends of the organization. 

Customers should be reached as often 
as possible, but on a once-in-three-years 
basis two men available one-quarter of 
their time could reach a_ substantial 
number. Those remaining may be kept 
in touch with by a letter enclosing a 
booklet on the reviewing of a will. The 
data assembled indicates that a follow-up 
program of calls, or direct mail, or both, 
will help keep business on the books, in- 
crease good-will, and produce new busi- 
ness by providing an excellent prospect 
list for Living Trusts and Business In- 
surance Trusts. 
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VANCE DESMOND 


Business Development Department, 
Trust Co., Detroit, Mich. 


Detroit 


“HOW TO GET WILLS ON DEPOSIT” 


TIME is the capital of the new business 
solicitor—the hour is the measure of 
its value. 

Close, sincere co-operation with life 
insurance underwriters is time-conserv- 
ing. Underwriters must have confidence 
and respect for the new business man’s 
complete knowledge of his own trust 
business, of insurance matters and of 
tax problems besides. Such underwriters 
will not only be of great assistance in 
developing prospects but will find co- 
operation with trust men helpful in their 
own insurance work. 

Year in and year out co-operation of 
this sort will find the new business man 
with ample prospects to call upon. More 
important, he can call with a knowledge 
that the prospect wants to make a will, 
and with such essential information as 
size of estate, amount of insurance and 
other details. The chance to discuss 
either Will or Insurance Trust leads 
to selling of either or both as one should 
complement the other. 

Getting wills on deposit is just the 
start to additional business. The avenue 
is then opened to make that client a 
real member of the trust company and 
a user of its functions. To do this it is 
necessary to learn the prospect’s thoughts 
and desires and make him feel that trust 
company facilities are simply the tools 
by which he can build his plans and 
carry out his wishes. 


JOHN N. GARVER, Jr. 


Vice-President, Manufacturers © Traders 
Trust Co., Buffalo, N. Y. 


“HOW CAN THE REVOCATION OF LIFE 
INSURANCE TRUSTS BE PREVENTED?” 


RevocaTions of Life Insurance Trusts 
originate, for the most part, not on the 
initiative of the policyholders—but by 
the insurance underwriters. To prevent 
such revocations three means are effec- 
tive: (1) Careful explanation of Life 


Insurance Trusts when executed so the 
creator of the trust has a clear idea of 
the advantages to his beneficiaries; (2) 
Occasional follow-ups reiterating these 
advantages; (3) Close relationships be- 
tween the bank and the insurance un- 
derwriters with desirability of Life In- 
surance Trusts brought to underwriter’s 
attention in a manner enlisting his sup- 
port. 

Exemplary of this last means is the 
work of the Manufacturers and Traders 
in Buffalo where many life underwriters 
now actively co-operate—a change 
from previous years. Newspaper ad- 
vertising was designed to aid both the 
trust company and the underwriter and 
the calling of these advertisements to the 
attention of the underwriters. Booklets 
issued by the bank also advocated buy- 
ing life insurance. A tax booklet, 
pocket-size, was compiled on estate, in- 
come and gift taxes and issued to un- 
derwriters. Valuable, too, have been 
outlines of new taxes presented by the 
bank at meetings arranged for under- 
writers of each company. 

This co-operative spirit has become 
an important factor in preventing the 
revocation of Life Insurance Trusts. 


CHARLES PATCH, Jr. 


Trust Department, The Cleveland Trust, Co., 
Cleveland, Ohio 


1935 TRUST DEVELOPMENT RESEARCH 


REPORT 


SECTION 1. How well are we cover: 
ing the probate field? Percentage of 
estates over $25,000 probated having a 
corporate executor ranged from 9 per 
cent. to 57 per cent. with an average of 
26 per cent., indicating that this field of 
operation is a long way from being ex- 
hausted. Percentage having personal 
executors ranged from 43 per cent. to 
78 per cent. with an average of 63 per 
cent, indicating extent of competition of 
the personal executor. Percentage in- 
testate ranged from 7 per cent. to 17 per 
cent. with an average of 12 per cent., 
apparently showing “make your will” 
plea of secondary importance. 
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How much less shrinkage do estates 
with corporate executors show than those 
having personal executors? Notable 
uniformity in the amount of shrinkage 
on figures available varying less than a 
point or so from a 14 per cent. average. 
Personal executors showed a 15.7 per 
cent. shrinkage, corporate executors 
showed a 12.2 per cent. shrinkage (a 
saving of 3.5 per cent. of the gross 
value or 20 per cent. of the expenses). 
Interesting sidelight—to meet a 14 per 
cent. shrinkage these estates had only 
a bit more than 6 per cent. cash, leav- 
ing a shortage of 8 per cent. to be 
raised by forced sale of estate assets 
an item of concern to operating depart- 
ments and ammunition for life under- 
writers caring to use it. 

Is less time consumed by a corporate 
executor than a personal executor in 
performance of duties? Consensus of 
opinion indicates that trust companies 
can affect a 10 per cent. to 15 per cent. 
saving in time required to close an es- 
tate. 


SECTION 2. What Phases of Trust 


Department Work Do You Believe 
Should Be Stressed at Present Time? 


Would you favor special attention to 
good-will calls on business? (This ques- 
tion answered previously by Mr. Patch 
in his talk, “Is a Regular Follow-up of 
the Better Names in Your Will File 
Advisable?—Ed.) Of New Wills, Liv- 
ing Trusts, Insurance Trusts and Agency 
Accounts the first three were indicated 
in the order named. 

What other activities would you con- 
sider advisable to complete a_ well- 
grounded program? (Answers to this 
question stressed importance of aggres- 
sive merchandising utilizing all sound 
merchandising methods.—Ed.) 

What ones, if any, have you found 
unprofitable and better left alone? There 
seemed to be a widespread feeling that 
the Insurance Trust was not profitable, 
although there were exceptions to this. 
Significant of this weakness were de- 
partmental talks on this subject devoted 
to its remedy. 
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In addition to the above talks, other 
features of the program included a 
Vocafilm demonstration by the Cleve- 
land B. Chase Company, New York 
City, which showed the use of sound 
films in promoting constructive customer 
relations; many round table discussions 
at informal luncheons and dinners; a 
number of “off the record” meetings. 
The Committee on Resolutions reported 
twelve appreciatory resolutions deserv- 
edly recognizing the efforts of the many 
individuals and groups, the comforts 
and facilities of the Ambassador Hotel, 
which combined to make the convention 
memorably effective. 

The annual banquet terminating the 
formal sessions was addressed by Robert 
W. Sparks, newly elected president of 
the Financial Advertisers Association 
and vice-president of the Bowery Sav- 
ings Bank; by Frank M. Totton, chair- 
man, Public Education Commission, 
American Bankers Association and vice- 
president, Chase National Bank, New 
York City; and by the Honorable J. F. 
T. O'Connor, Comptroller of the Cur- 


rency. 
ELECTION OF OFFICERS AND DIRECTORS 


The report of the nominating com- 
mittee was voted upon unanimously, 
electing as officers and directors of the 
Financial Advertisers Association for 
the coming year: 

President, Robert W. Sparks, vice- 
president of the Bowery Savings Bank, 
New York City. 

First vice-president, Thomas J. Kip- 
hart, publicity manager, Fifth Third 
Union Trust Co., Cincinnati, Ohio. 

Second vice-president, William H. 
Neal, vice-president, Wachovia Bank & 
Trust Co., Winston-Salem, N. C. 

Third vice-president, George O. 
Everett, assistant vice-president, First 
Citizens Bank & Trust Co., Utica, N. Y. 

Treasurer, Fred W. Mathison, as- 
sistant vice-president, National Security 
Bank, Chicago, IIl. 

Executive secretary, Preston E. Reed, 
Chicago. 
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The board of directors includes: E. R. 
Brown, cashier, Huntington National 
Bank, Columbus, Ohio.; R. H. Booth, 
Jr., National Shawmut Bank, Boston, 
Mass.; A. R. Gruenwald, advertising 
manager, Marshall & Ilsley Bank, Mil- 
waukee, Wis.; Jacob Kushner, assistant 
secretary, United States Trust Company, 
Paterson, N. J.; J. Lewell Lafferty, as- 
sistant cashier, Fort Worth National 
Bank, Fort Worth, Tex.; John J. Mc- 
Cann, Jr., advertising manager, National 
Savings Bank, Albany, N. Y.; Louise B. 
Moyer, director of publicity and new 
business, Plainfield Trust Company, 
Plainfield, N. J.; Albert E. Felsted, ad- 
vertising manager, First National Bank, 
St. Paul, Minn.; Chester L. Price, as- 
sistant manager of the business exten- 
sion department, City National Bank & 
Trust Co., Chicago, Ill.; P. P. Pullen, 
manager, business development, Chi- 
cago Title and Trust Company, Chi- 
cago, Ill.; William G. Rabe, vice-presi- 
dent, Manufacturers Trust Co., New 
York City; I. I. Sperling, assistant vice- 
president, Cleveland Trust Company, 
Cleveland, Ohio (retiring F. A. A. 
president); G. L. Spry, advertising man- 
ager, Canada Trust Company, London, 
Ontario; J. Blake Lowe, second vice- 
president, Equitable Trust Company, 
Baltimore, Md.; L. E. Townsend, Bank 
of America N. T. & S. A., San Fran- 
cisco, Cal.; and Stanley FE. Clark, 
Estabrook & Company, Boston, Mass. 


PLANNED ECONOMY 


I BELIEVE that the peculiar challenge 
which the “planned economy” presents 
to America is a challenge of so master- 
ing our administrative problems that 
none of our essential freedoms. will be 
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curtailed, but rather made = secure. 
Whether we achieve a planned economy 
will depend upon the plain fact of 
whether enough people want it.—Dr. 


Helen Everett Meiklejohn. 


WANTED-—SKILLED ADMINIS- 
TRATION 


PERHAPS one of the essential ingredients 
most lacking in comprehensive Amer- 
ican thought is appreciation of what a 
skilled administration means in the task 
of government. One cannot safely 
legislate beyond the capacity of experi- 
enced administration to execute, for it is 
not enough to pass acts perfect in draft- 
ing and principle and applied at the 
appropriate time; there must be enough 
skilled administrators drawn from vari- 
ous types of public service, paid or un- 
paid, to carry them through. There is 
little understanding of the truth that 
administration is both a tradition and a 
technique. Some of the stories prevalent 
concerning the lack of prior experience 
of people with important tasks, which 
demand great administrative gifts for 
their success, are almost incredible.—Sir 


Josiah Stamp. 


NEWS 


We want to publish the news 
about your bank 


Put us on the mailing list to receive 
news releases as issued 


News Epitror 
THE BANKERS MAGAZINE 
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BRIEF ITEMS FROM THE NEWS ABOUT BANKS AND BANKERS 


New Banking Bill 


Praise for the Banking Act of 1935 ap- 
peared in the September issue of “Bank- 
ing,” the official journal of the American 
Bankers Association. In its monthly review 
of business conditions the Journal says: 
“While the Banking Act of 1935 is dis- 
tinctly a compromise it is also distinctly 
constructive. It has preserved intact all 
the good points in the Federal Reserve Sys- 
tem as developed in over 20 years’ practical 
operations and has corrected some of the 
weak points which the operations of 20 
years have disclosed. It has met all legiti- 
mate demands for liberalization of credit 
while retaining safeguards for credit con- 
trol and sound collateral for the currency. 
“The Act has met all legitimate demands 
for the centralization of control of credit 
and currency in keeping with the trend of 
the times. It has strengthened supervisory 
powers where more strength was needed 
and its general effect is to establish a more 
compact and manageable banking system 
without depriving unit banks of privileges 
they have enjoyed and valued. It is by no 
means a perfect instrument, but it is an im- 
provement upon the system it succeeds.” 


A sense of security prevails in banking 
circles, the like of which has not been felt 
for several years, Rudolph S. Hecht, presi- 
dent of the American Bankers Association, 
told 2000 business men in Boston on Sep- 
tember 10 at the annual Babson National 
Business Conference. Concerning the Bank- 
ing Act of 1935 he said that while the new 
law did not create an ideal system it did 
mark a forward step in constructive bank- 
ing legislation. He added, however, that he 
was “concerned” over the prospect that the 
“supposedly temporary activities of the Fed- 
eral Government in practically every phase 
of the banking business now threatens to 
become permanent.” 


Bank Loans 


Morris S. Tremaine, Controller of New York 
State, told members of the Erie and Niagara 
County Bankers Association at their meet- 
ing last month that “most of your troubles 
are past” and suggested that the first thing 
to do was to go “in search of good loans.” 

“Urge your officers to be as diligent in 
looking for loans as they were in looking 
for deposits a few years ago,” he said. 


“There are a great many people who would 
like to borrow if they could be treated in 
the same courteous and welcome way that 
depositors are treated.” 


Deposit Insurance 


Plans for strengthening the banking system 
by arranging mergers of weak banks with 
stronger institutions and by the absorption 
of slow assets in the Federal Deposit Insur- 
ance Corporation are being considered it 
was Jearned in Washington last month. To 
wipe out possible danger spots in the bank- 
ing structure the FDIC contemplates buy- 
ing the most doubtful assets of any weak 
bank, thus putting it in condition to merge 
with a stronger institution. The weak bank 
would have the alternative of accepting or 
being dropped from the insurance fund. 
Strong banks would suffer little hardship 
because of the transfer of slow assets to the 
FDIC, it is felt. 


As an indication that few of the large 
State banks, not members of the Federal 
Reserve System, will withdraw from the 
Federal Deposit Insurance Corporation, that 
organization announced September 15 that 
the Emigrant Industrial Savings Bank, with 
resourees of $476,000,000, and the Frank- 
lin Savings Bank, with resources of $97,- 
000,000, both of New York City, had an- 
nounced their intention of retaining their 
membership in the FDIC. 

The banks were said to be satisfied with 
the provisions of the Banking Act of 1935 
as they affected the Federal Insurance Cor- 
poration and had no intention of exercising 
the option given to the banks by the law 
of withdrawing within thirty days after 
enactment of the measure. The thirty-day 
period expired on Sept. 22. 


Crime 


Secret Service men of the Treasury Depart- 
ment announced on September 19 a capture 
that was regarded as their greatest exploit 
since the smashing of the $1,000,000 
counterfeiting conspiracy of 1898. The cap- 
tured man, reputed to be one of the clever- 
est counterfeiters of recent times, was Wil- 
liam Watts, 42 years old, alias Edward 
MeMillan. For more than four years he 
has lived a solitary life like an alchemist 
of the Middle Ages, and in that period— 
ederal agents charge—nearly 1,000,000 
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BERLITZ INSTRUCTION 


You can’t help learning languages the 
Berlitz Way—a Method scientifically 
designed to give you easy, fluent speech 
and authentic native accent in French, 
Spanish, German, Italian, Russian, or 
whatever language you choose. 


Small groups, to meet day or evening, 
now forming. Write, call in person, or 
phone “Secretary of Admissions,” for 


FREE BOOKLET and arrange for your 
FREE TRIAL LESSON 


SCHOOL OF 
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Brooktyw......1 De Kalb Ave., Triangle 5-2123 
BALTIMORE... ; 925 N. Charles St. 
Boston 140 Newbury St. 
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“*Language Teachers of the 
World for Fifty-six Years”’ 


spurious dollars, as well as fake United 
States and Canada internal revenue stamps, 
liquor labels and passports. flowed from his 
hiding plaees into many states. 
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Crime statistics for the month of July, 
1935, are furnished by the O. B. McClintock 
Company as follows: Holdups in daylight, 
17; night burglaries, 3; total, 20. These 
erimes are classified as follows: 2 hold-ups 
by lone bandit; 8 hold-ups by two bandits; 
4 hold-ups by three bandits; 2 hold-ups by 
five bandits; 1 hold-up by six bandits; 9 
persons locked in vault in two attacks; 2 
bankers taken as shield in two attacks; 
2 policemen killed in one attack by lone 
bandit; 1 customer slugged in one attack; 
attack timed to secure huge pay roll in 1 
attack; 2 burglary attacks that failed. 

©— 
An article on “The Flourishing Trade of 
Forgery” by Harry Haller appears in a re- 
cent number of the “Baltimore Sun” and 
calls attention to a condition which would 
seem to reflect upon the efficiency of some 
banks in protecting their depositors from 
possible fraud. It seems that in a certain 
city a professional forger made a practice 
shortly after the first of the month to call 


at a certain bank, requesting the monthly 
statements of a number of local business 
firms explaining that he was from the office 
of these firms. Having gained possession 
of their statements it was an easy matter 
to forge a cheek in such form and in such 
amount as to allay suspicion. After hay- 
ing gained the information that was re- 
quired from the statements they were re- 
turned to the bank in some way explaining 
that they were taken in error. While this 
might not be possible in most banks it is 
an undoubted fact that there is some ¢are- 
lessness in giving out statements without 
making sure that they are reaching the 
proper hands. 


Two men armed with a machine gun and 
pistol held up an official and’ messenger 
of the First National Bank and Trust Com- 
pany of Springfield, Ohio, on August 29, 
and escaped with two packages containing 
more than $50,000. The hold-up occurred 
before the Springfield Post Office before 
a large crowd. The money was earried by 
Clifford R. Davis, auditor, and William E. 
Brinsley, a messenger. 
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One bandit was seriously wounded, one was 
captured and two others escaped in an at- 
tempt to rob the Citizens’ Bank of Blythe- 
dale, Mo., on September 5. 

The wounded prisoner gave the name of 
Raymond Fletcher, 33, of St. Joseph, Mo. 
The other refused to give his name. 

Three men were in the bank when it was 
opened at 7 a. m. by Truman White, cashier. 
Mr. White ran out the door, giving the 
alarm. The robbers fled, and the cashier, 
unarmed, went after them on foot. He 
chased them half a mile and was joined by 
Robert Jones 25, who borrowed a rifle and 
two shells from a neighbor. 

The robbers fired several shots at Mr. 
White. At the edge of town Mr. Jones 
dropped Fletcher and his second shot struck 
one of the other men. The latter got into 
a car waiting in a field and fled with the 
driver. 

Possemen entered the field and found the 
fourth robber, disarming him. 


New Firms 


A new firm to engage in the underwriting 
and wholesaling of securities to be known 
as Morgan, Stanley & Co., opened for busi- 
ness at 2 Wall Street, New York, on Sep- 
tember 16. The firm was formed by three 
former partners of J. P. Morgan & Co., and 
two partners of Drexel & Co., of Philadel- 
phia, the two latter firms having elected to 
do a deposit banking business after the 
Banking Act of 1933 made mandatory the 
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divorce of the underwriting and deposit 
banking functions. The Morgan partners 
going with the new securities company in- 
elude Harold Stanley, William Ewing and 
Henry S. Morgan, younger son of J. P. Mor- 
gan, while Percy E. Hall and Edward H. 
York, Jr., left Drexel & Co. to join the new 
concern. The capital of the new company 
will be $7,500,000, with the common stock 
held by the officers and staff and the pre- 
ferred subscribed by this group and also 
by certain Morgan partners. The firm will 
not enter the retail distribution field. 
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A new firm to be designated as Gutenstein & 
Lasdon has been formed as of September 1 
to transact a general brokerage business in 
stocks and bonds with offices at 25 Broad- 
way, New York. Oscar Lasdon, a member 
of the New York Stock Exchange, is one of 
the partners. Other partners are: Isaac 
Gutenstein, Harry Pasternak, Fred Guten- 
stein and Samuel G. Kempner. Mr. Las- 
don is a frequent contributor to THE 
BANKERS MAGAZINE. 


Commercial Paper 


The Federal Reserve Bank of New York an- 
nounced last month that reports from com- 
mercial paper dealers indicated that the 
open-market paper outstanding on Aug. 31 
was $176,800,000. This compared with 
$136,600,000 at the end of July and $159,- 
300,000 at the end of August 1934. 


Currency 


Steps toward international stabilization of 
currency as essential to world recovery are 
urged by Sir Arthur Salter, English finan- 
cial expert, writihg in the October issue of 


Foreign Affairs. Because there are impor- 
tant reasons against permanent stabiliza- 
tion at this time, Sir Arthur suggests what 
he thinks would be an acceptable system 
midway between the present instability and 
complete and rigid stabilization. 


New Deal 


A vigorous attack on New Deal policies was 
made in Washington on September 18 by 
James A, Emery, chief counsel of the Na- 
tional Association of Manufacturers in a 
letter addressed to members of the associa- 
tion. He warned that industry must be 
prepared to meet further government con- 
trol, “perhaps more extreme than any yet 
Suggested.” He characterized President 
Roosevelt’s promise of a “breathing spell’ 


for business as an interval between a “pre- 
ceding period of strangulation and one of 
approaching exhaustion.” 


Real Estate 


After fiye years in the doldrums, the real 
estate market in nearly all parts of New 
York State has turned definitely upward 
aceording to leaders in the real estate field 
who attended the annual convertion last 
month of the Real Estate Association of the 
State of New York. Residential rents in 
most metropolitan cities will exceed 1929 
levels by 1939 it is believed and already 
there is a marked movement back to the 
cities. Possibilities of another boom period 
on a sounder basis than in the past were 
predicted. 


State Banks 


Eight financiers have been appointed by 
Governor George H. Earle of Pennsylvania 
to make up the State Banking Board au- 
thorized by the last session of the Legis- 
lature. Dr, Luther A. Harr, State Secre- 
tary of Banking, is the chairman. 

From the state at large the Governor 
appointed Samuel R. Rosenbaum of Phila- 
delphia and Asher Seip of Easton. The six 
other members were selected from a list of 
fifteen submitted to Governor Earle by the 
Pennsylvania Bankers Association. They 
are: 

Groups 1 and 2, Southeastern Pennsyl- 
vania, C. S. Newhall of Philadelphia and 
George C. Howell of Reading; Groups 3, 4, 
5 and 6, Central and Northeastern Pennsyl- 
vania, George W. Reily of Harrisburg and 
W. Walter Wilson of Milton; Groups 7 and 
8, Western Pennsylvania, A. C. Robinson of 
Pittsburgh and A. E. McIntosh of Oil City. 
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Total resources of the state banks of Mon- 
tana on June 29, 1935, were $53,740,114.84 
as compared with $47,444,264.31 on June 30, 
1934. Demand deposits this year were 
$27,601,718.19 as compared with $23,731,- 
071.67 a year ago. 


Litigation 

The legality of the $50,000,000 loan made 
in 1932 by the Reconstruction Finance Cor- 
poration to the Central Republic Bank and 
Trust Company, Chicago, has been attacked 
in the Federal court in Chicago by a group 
of stockholders headed by John A. Lynch. 
The charges were made as part of the de- 
fense in the suit brought by the RFC for 
recovery from stockholders. A similar suit 
was filed in New York by eastern stock- 
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holders who claimed that “the loans were 
really made for the protection of the bank- 
ing structure of the Middle West” and that 
it was unfair to them to be “singled out to 
repay a loan for the benefit of the banks 
in the western part of the United States.” 


Treasury 


A 34 per cent. increase in third-quarter 
income tax collections is indicated. Collee- 
tions in the first seventeen days in Sep- 
tember amounted to $148,503,213 this year, 
as compared with $110,798,296 a year ago. 
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An advertising campaign in six national 
weekly magazines was launched by the 
Treasury last month to popularize its “baby 
bonds.” The aim of the campaign is to in- 
terest small investors in the “baby bonds,” 
the lowest denominations among which sell 
for $18.75, with a cash maturity value of 
$25 in ten years. Sales have now reached 
$132,000,000, which represents the maturity 
value of the bonds taken. Most of the 
purchases have been made in the Middle 
West. It is felt that the discount feature 
is difficult for the average small investor to 
comprehend and that a campaign of educa- 
tion is needed. 


Anniversaries 


On September 10 the Cleveland Trust Com- 


pany celebrated its 40th birthday chiefly 
by a special number of the Cleveland Trust 
Magazine. “Not Age Nor Size—But Com- 
munity Usefulness,” was the keynote of the 
observance and also the title of the leading 
article by President Harris Creech. The 
company presents an unusual record of 
growth at the close of its fourth decade of 
service. It has 1850 employes, and fifty- 
five banking offices in operation, most of 
which are larger than the original banking 
room in 1895. Resourees are over $300,- 
000,000; capital structure over $31,000,000. 
Its more’ than 500,000 savings and commer- 
cial deposit accounts, and large volume of 
trust business, rank it among the first score 
of banks in the country. No other banking 
institution in the Fourth Federal Reserve 
District has resources approaching it in 
volume, and few if any banking institutions 
in America whose offices are confined to a 
single community, have as large a number 
of depositors. 
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The Harvard Trust Company, Cambridge, 
Mass., celebrated last month its seventy-fifth 
anniversary and opened a new branch bank 
in Belmont. An anniversary booklet put 
out by the bank contains an interesting ac- 


435 


count of the beginning and growth of the 
institution. The booklet is unique in that 
it contains no mention of the bank’s per- 
sonnel confining itself simply to desecrip- 
tion of the bank as an _ institution—one 
which has passed through five periods of 
panic and depression without a single sus- 
pension of payment, meeting every obliga- 
tion in full, rendering constructive assist- 
ance to business, fulfilling every respon- 
sibility to the publie. 

The new Belmont branch is a brick build- 
ing, trimmed with granite and limestone— 
modern in appearance and equipment. 
Features are an air-conditioning system and 
night depository facilities. 

aie ce 
To commemorate its seventieth anniversary 
the First National Bank of Atlanta, Ga., 
designated September 18 as “Customer Ap- 
preciation Day” in recognition of the vital 
part that its customers have played in the 
bank’s suecessful history. 

“70th Anniversary Appreciation Day,” 
said President John K. Ottley, “honors all 
customers, old and new, individuals, com- 
mercial enterprises, correspondent banks, 
whose steadily growing patronage has en- 
abled this institution to render increasingly 
useful service for 70 years and has done 
so much to establish the First National in 
its position of pre-eminence in the banking 
field.” 

Customers were welcomed at the bank at 
an informal reception and shown an exhibit 
of old cheeks and documents; ledgers and 
minute books, and the old safe that was 
used by the bank 70 years ago. 

The First. National Bank is operating 
under the charter of the old Atlanta Na- 
tional Bank, which was founded September 
14, 1865, with a eapital of $100,000 in a 
tity of less than 10,000 population. It is 
now a hundred million dollar institution, 
oldest national bank in the Southeast, and 
the largest between Baltimore and New 
Orleans, with over 150,000 customers in 41 
states and 11 foreign countries. 


Travelers Return 


Returning from a five weeks’ visit to Eng- 
land and France Dr. A. H. Giannini, chair- 
man of the executive committee of the Bank 
of America, reported that England had 
achieved “90 per cent. prosperity” and that 
conditions in France were greatly improved 
due to more stable political conditions 
bringing about an increase in bank deposits 
and a decrease in hoarding. 
a 

Julien H. Hill, president of the State- 
Planters Bank and Trust Company, Rich- 
mond, Va., has recently returned from a 
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trip abroad which took him to England, 
France, Germany, Sweden, Denmark anid 
Finland. Jle reported that business condi- 
tions in England, Denmark, Finland and 
the Skandinavian countries appeared better 
than in the United States, especially Den 
mark and Finland where he found unem- 
ployment at a very low point. He remarked 
upon the improvement in business condi- 
tions in this country which he noted on his 
return and particularly the increased con- 
fidence shown by men in executive positions. 


Federal Reserve 


An informal announcement was made by 
President Roosevelt at Hyde Park on Sep- 
tember 18 that he would nominate Mar- 
riner S. Eccles, governor of the Federal Re- 
serve Board, to be chairman of the reorgan- 
ized board, to be known as the Board of 
Governors of the Federal Reserve System, 
when the new Banking Act becomes effec- 
tive on February 1, 1936. The new board 
will have seven members and all must be 
appointed by May 1, 1936. 
~ 


Suggested revisions of the Federal Reserve 
Board’s regulations in order to carry out 
the new provisions in the Banking Act of 
1935 have been drafted by the board and 
are being circulated among the twelve Re- 
serve Banks for criticism. All of the pro- 
posed revisions are tentative in form, and 
they are not expected to be approved finally 
until the Reserve Board is reorganized un- 
der the Banking Act, on Feb. 1. 

The proposals cover the following seven 
categories of Reserve Board regulations: 


1. Member bank 
Reserve Banks, 
rrovisions allowing real 
to be rediscounted and other acceptable 
paper to be rediscounted upon payment of 
additional interest. 

2. Loans to executive officers of member 
banks. 

3. Regulation of savings deposits for pur- 
poses of determining Reserve requirements 
and interest payments. 

4, Reserve requirements. 

5. Membership of State banks in the Re- 
serve system. 

6. Increase or decrease of capital stock 
of Federal Reserve Banks. 

7. Holding company affiliates and grant- 
ing of voting permits. 
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Federal Housing 


In a survey of the legislative and financial 
aspects of insured mortgages prepared by 


Theodore R. Goldsmith of Charles E. Quin- 
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cey & Co., New York, it is contended that 
insured mortgages, as created by the Fed- 
coral Housing Administration, soon may 
prove to be one of the more important types 
of investments for institutions and should 
be profitable to banks on account of both 
liquidity and the velatively high return 
which they provide. 
—® 

During the week ending August 10 the 
Massachusetts state office of the Federal 
Housing Administration reported the largest 
number of mortgages selected for appraisal 
for any week since the beginning of the 
program, bringing the total amount of 
mortgages selected for appraisal in that 
state to $4,143,512. 
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The Industrial Trust Company of Wilming- 
ton, Del., which has approved more than 
550 applications for modernization credit 
totaling more than $250,000, has reported 
to the Federal Housing Administration that 
only two of its modernization loans are de- 
linquent. Officials of the bank state that 
within a few weeks the bank will have 
loaned all funds available for moderniza- 
tion credit. 


Changes 


Due to ill health Daniel G. Wing, chairman 
of the board of directors of the First Na- 
tional Bank of Boston has resigned and 
has been succeeded by Bernard W. Trafford, 
president of the bank during 1928 and 1929 
and since vice-chairman. Mr. Wing, through 
his brilliant accomplishments in the bank- 
ing world, has long been a prominent figure 
in New England. Born in Davenport, Iowa, 
September 10, 1868 he began his banking 
career as a messenger in the State National 
Bank of Lincoln, Nebr. Coming to Boston 
national bank examiner, he attracted 
wide notice for his skill in acting as re- 
ceiver for the Broadway National and Globe 
banks of Boston. In 1903 he became presi- 
dent of the Massachusetts National Bank 
and when this bank was consolidated with 
the First National Bank in that year he 
was made president of the combined in- 
stitution. 
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On September 4 George C. Cutler, formerly 
vice-president of the Guaranty Trust Com- 
pany of New York, become president of the 
Baltimore Safe Deposit and Trust Company. 
Mr. Cutler was also president of the Trust 
Companies Association of the State of New 
York. He had been associated with the 
Guaranty Trust Company as vice-president 
since 1930, serving successively in the trust 
department and the general banking depart- 
ment. Mr. Cutler was born in Brookline, 
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Mass.. in 1891 and is a graduate of Harvard 
College and the Harvard Law School. 
O— 

Michael A. Morrissey, vice-president of the 
American News Company, Inc., and presi- 
dent of the Union News Company has been 
elected a member of the board of the Irving 
Trust Company, New York. Mr. Morrissey 
is also a trustee of the Emigrant Industrial 
Savings Bank. 


Ty 
e 
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George W. Walker, for nearly 25 years a 
director of the Citizens National Trust and 
Savings Bank of Los Angeles, has been 
elected chairman of the board of that in- 
stitution to succeed the late M. J. Connell. 
Mr. Walker has long been an important 
figure in the business and financial life of 
Los Angeles. He has large real estate hold- 
ings in Los Angeles and important oil in 
terests in Southern California. Besides being 
president of the Oceanic Oil Company he 
is a director in numerous corporations and 
a trustee of the University of Southern 
California. 

William Reid has resigned as vice-president 
of the Guaranty Trust Company of New 
York it was announced on September 6. He 
has been a vice-president in the banking 
department since 1929 and had been asso- 
ciated with the National Bank of Commerce 
in New York as vice-president prior to the 
merger of that institution with the 
anty Trust Company in 1929, 

fa) 
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George R. Beach, for more than twenty-five 
years referee in bankruptcy of the District 
Court of the United States for the District 
of New Jersey, has been elected a _ vice- 
president of the Provident Institution for 
Savings in Jersey City. He succeeds George 
F. Perkins who has resigned. 


Bank Stock 


John M. Grant, president of Transamerica 
Corporation, announced last month that it 
is the intention of the management to take 
the necessary legal steps to cancel 439,467 
shares of the capital stock retired to treas- 
ury since the first of this year and an addi- 
tional 1,147,970 shares previously acquired. 

“Tt is also the intention,” said Mr. Grant, 
“to cancel 77,173 shares reserved for ex- 
changes. This will reduce the total number 
of issued shares of capital stock of Trans- 
america Corporation from 24,847,484 to 23,- 
182,874 and will increase the equity of the 
stockholders proportionately.” 


Guar- 


=" @ a 
A quarterly dividend at the rate of 37}¢ a 
share was paid to stockholders of the Bank 
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of the Manhattan Company New York, on 
October 1. This is the 294th dividend paid 
by the Bank since its organization in 1799. 
—@— 
A quarterly dividend of $2 per share was 
paid October 1, 1935, to stockholders of the 
State Street Trust Company of Boston. 
a Se 
A quarterly dividend of 3 per cent. was 
paid to stockholders of the Guaranty Trust 
Company of New York on October 1. 


Markets 


Families receiving annual income of less 
than $2000 far outnumber all those with 
higher incomes as to numbers of families 
consuming coal for house heating; using gas 
equipment for cooking and electricity for 
lighting; installing bathtubs and showers; 
buying automobiles; and owning their own 
homes. In other words, mass consumption 
on the part of families with small incomes 
is the backbone of business. This is the 
conclusion reached by a recent survey made 
in Columbia, 8. C., by the Bureau of Foreign 
and Domestic Commerce, Department of 
Commerce. Copies of this report are ob- 
tainable from the Bureau at 10¢ a copy. 


Mergers 


A new bank to be known as the Northwest 
Security National Bank of Sioux Falls, 
S. D., has opened for business, the result 
of a consolidation of six banks in South 
Dakota with deposits of $7,500,000. Head- 
quarters will be in Sioux Falls, with 
branches in Brookings, Chamberlain, Dell 
Rapids, Huron and Madison. Banks in the 
consolidation, which is the second major 
branch system to be organized under a law 
passed by the 1933 Legislature are all af- 
filiates of the Northwest Bancorporation. 


Building and Loans 


The share insurance program for savings, 
building and loan associations as a means 
of drawing more investments into the home 
mortgage field has produced gratifying re- 
sults according to A. D. Theobold, director 
of education and research for the American 
Savings, Building and Loan Institute, who 
writes on the subject in the September issue 
of Savings and Loans. A survey conducted 
by the Institute among the first 26 associa- 
tions which voluntarily insured their shares 
showed almost unanimously for thi group a 
definite increase in payments on shares and 
especially from new subscribers. In certain 
instances shareholders who had been making 
monthly withdrawals in order to live, had 





Are You Going to Get Your 
Share of Business in the Recovery? 


HETHER or not we have actually turned that long awaited ‘‘corner’’ 
it seems to be generally agreed that things are on the mend. Indus- 
trial production is increasing; more and more men are going back to work. 


How generously your bank will share in these better times depends upon 
how effectively you adapt your advertising and selling plans to new conditions, 


Now is a good time to consider the possibilities of your trust department 
as a source of profit to your bank and its stockholders. And here is a book 
which is the last word on trust development—tells you how to gauge the 
potential market for trust service in your community; tells how much it is 
worth while to spend getting it; and then goes thoroughly into the technique 
of advertising, merchandising and selling trust service. 


New Business for 
the Trust Department 


By THEODORE TEFFT WELDON 


THIS is the only book ever published which 
a takes up the whole sales problem of the trust 
department and discusses every phase and facet 
New Business for of this highly professional function. It attacks 
the Trust Department the questions in their large sense as well as 
minutely and individually. It takes its theme 
from conditions as they are today, and is thor- 

oughly up to the minute. 


Many Illustrations 
Theodore Tefft Weldon 
The book contains dozens of graphs, charts, 
illustrations, tables, advertisements, mailing 
pieces, record forms; and teems from beginning 
to end with examples of successful practices and 
plans. It should be read repeatedly, referred tc, 
and become a text book for all trust officers and 
their assistants when considering the growth of 
their departments. It is invaluable to the 
seasoned solicitor, and a veritable gold mine of 
information to new salesmen. Advertising men 
will find it an inspiration in preparing copy. 
Directors and heads of banks will gain from it 
—DON KNOWLTON an authentic picture of the value of trust activity, 
and a gauge with which to measure the efficiency 
and soundness of the department's advertising 
and selling technique. Price 


BANKERS PUBLISHING COMPANY, 465 Main St., Cambridge, Mass. 
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“| have always thought 
that Ted Weldon certainly 
knew his stuff, and his 
book proves it. | am espe- 
cially intrigued by chapter 
two. This is the type of 
analysis | have never seen 
before.” 
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executed a right-about-face when word of 
the insurance of shares had been received, 
and are now making equal or larger monthly 
additions to their savings. 


Deaths 


M. J. Connell, chairman of the board of the 
Citizens National Trust and Savings Bank 
of Los Angeles since 1927, and a director 
of the bank sinee 1909, died of a heart at- 
tack on August 21 at the age of eighty-one. 
In addition to his banking activities in Los 
Angeles Mr. Connell was heavily interested 
in real estate and through his building ac- 
tivities largely developed the wholesale tex- 
tile district. His gifts to charity and 
philanthropy, extending over a great many 
years, have been generous and diversified. 


Training Employes 


“Educational Policies in the Training of 
Bank Employes” is the title of a new book- 
let just issued by the Bank Management 
Commission of the American Bankers Asso- 
ciation. “All of the facts about banking 
education which any bank needs to know 
in order to give its employes the best that 
is available at the present time are brought 
together in this book,” Orval W. Adams, 
vice-president of the Utah National Bank, 
Salt Lake City, Utah and chairman of the 
commission, says in the foreword. “This 
study not only emphasizes the importance of 
banking education and describes the chan- 
nels through which it may be secured, but 
it also includes, in the appendix, specific 
examples of successful educational plans 
now in use in banks.” Copies of the book- 
let may be ordered from the association at 
25¢ each. 


Honors to Bankers 


Jesse F. Wood, vice-president in charge of 
the Broad Street branch of the State-Plant- 
ers Bank and Trust Company, Richmond, 
Va., was the guest of honor and principal 
speaker at the opening meeting of the York 
Chapter, American Institute of Banking, 
York, Pa., on September 20. 
i 


By an unanimous resolution of the board of 
directors of the Chicago Chapter of the 
American Institute of Banking Frank R. 
Curda, assistant vice-president of the City 
National Bank and Trust Company, Chi- 
cago, was placed in nomination for vice- 
president of the American Institute of 
Banking at the 1936 convention to be held 
in Seattle, Wash. Mr. Curda has been a 
member of Chicago Chapter for twenty-five 
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years and has served as director, vice- 
president and president. He has just com- 
pleted a three-year term as a member of 
the executive council of the American In- 
stitute of Banking and has long been active 
in A. I. B. affairs, having attended fifteen 
national conventions. 


M ortgages 


The prompt creation of a mortgage discount 
bank, privately owned, and Federally super- 
vised, was urged by Walter S. Schmidt, 
president of the National Association of 
Real Estate Boards at the convention of 
the Real Estate Association of the State of 
New York held at Jamestown N. Y., last 
month. It was argued that a discount bank 
was necessary to co-ordinate the mortgage 
activities of the Government, to make realty 
financing more liquid and to bring about 
an inereased flow of mortgage funds. A 
bill of this nature will come before the next 
session of Congress with the backing of the 
National Association. 


A greater availability of mortgage money 
is reported by the twenty-fifth semi-annual 
survey of the real estate market recently 
released by the National Association of Real 
Estate Boards. Of the cities reporting, 52 
per cent. show capital seeking real estate 
mortgage investment, while only 34 per 
eent. show loans seeking capital. Six months 
ago only 37 per cent. of the cities showed 
capital seeking mortgage placement, while 
52 per cent. showed loans seeking capital. 
Falling interest rates add to the favorable 
situation for real estate, but they are as yet 
by no means general. Rates are steady in 
59 per cent. of the cities, falling in 38 per 
cent. of the cities, rising in 3 per cent. of 
the cities. 


Al.B. 


Some idea of the splendid educational op- 
portunities available to New York bank em- 
ployes may be gained by a study of the 
1935-36 pamphlet issued by the New York 
Chapter of the American Institute of Bank- 
ing outlining the courses offered in banking 
and investments. The headquarters of the 
chapter are in the Graybar Building, 420 
Lexington Ave., New York. 
fiji 


Francisco Chapter of the American 
Institute of Banking graduated 95 students 
on August 22, at the Chapter’s 33rd annual 
graduation banquet. John Francis Neylan, 
Regent of the University of California, was 
the principal speaker and took as his sub- 
ject “Americanism Among Bankers.” 


San 
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Some 50,000 students, graduates and 
members of the American Institute of 
Banking gathered on the evening of Sep- 
tember 9 at over 200 simultaneous ¢om- 
mencement exercises at local chapters 
throughout the country. The meetings were 
addressed by radio over more than fifty 
stations by Dr. Rufus B. von KleinSmid, 
president of the University of Southern 
California. The arrangements were in 
charge of Earl V. Newton of the Cleveland 
Trust Company as chairman of the radio 
commencement committee. 


Air Conditioning 


The Carrier Engineering Corporation, 
Newark, N. J., has developed an ingenious 
graphic method of determining the profit to 
be derived from the installation of a system 
of air conditioning in office buildings, which 
is expected to aid owners and managers in 
studying this important subject in relation 
to the specific problems of their own build- 
ings. It has been named the “Office Build- 
ing Econograph,” a chart on which may be 
plotted the yield from air conditioning based 
on known factors relating to the present 
and anticipated rental situation and the 
estimated cost of owning and operating an 
air conditioning plant. 


A sriculture 


Under the title “Protecting Investment 
Values in Land,” the American Bankers As- 
sociation Agricultural Commission has pub- 
lished a booklet dealing with the conserva- 
tion of soil resources as a pressing national 
problem. The booklet points out that al- 
ready 35,000,000 acres have been practically 
ruined by and 125,000,000 more 
acres have lost the valuable topsoil. It is 
estimated that still another 100 million 
acres are being converted into marginal or 
submarginal land bringing disaster to those 
trying to eke out a living from erosion- 
enfeebled soil. This threatens ruin to the 
next generation, since these destructive 
forces are going on at an ever increasing 
rate. 


erosion 


Savings Banks 


Total deposits of the savings banks of the 


State of New York on the morning of 
July 1, 1935, were $5,193,401 241 of which 
$4,045,476,784 were in Greater New York. 
On that date the number of open accounts 
in the state were 6,576,862. During the 
year ended June 30, 1935, 1,421,885 ae- 
counts were opened or reopened and 1,308,- 
223 accounts were closed. During the same 
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period $1,240,693,908 was. deposited and 
$1,319,108,593 was withdrawn, Interest 
rates during the year varied from 3 to 24 
per cent. 


—@©— 


A satisfactory condition of affairs in the 
mutual savings bank world was reported by 
Robert C. Glazier last month in addressing 
a convention of the Maine group of mutual 
institutions. Mr. Glazier, who is president 
of the National Association of Mutual Sav- 
ings Banks, pointed out that the old- 
fashioned virtue of thrift still was mani- 
festing itself, as evidenced by the stability 
of deposits and the large number of new 
accounts constantly opened. The total num- 
ber of accounts held by mutual savings 
hanks now stands at the new high record 
of approximately 14,000,000, with deposits 
of $10,000,000,000, he said. 


—@©— 


That the social security program may have 
disastrous effects on the thrift habits of 
the American people is the fear voiced by 
Cary M. Spencer, president of the Savings 
Bank Association of Massachusetts, at the 
association’s annual meeting last month. 

“The promise of pensions and unemploy- 
ment insurance may do surprising things to 
the thrift habits of our people,” he said. 
“In the future is there to be no use for 
savings banks except for temporary 
ings?” 


jie } 
Conventions 


Two thousand executives of savings, build- 
ing and loan associations and co-operative 
banks will gather in Cincinnati November 
13-15 for the forty-third annual convention 
of the United States Building and Loan 
League. Keynote of the convention will be 
national security through thrift and home 
ownership, emphasizing the necessity for 
turning the average citizen’s thoughts to 
self-help. Insurance of shares in associa- 
tions, more flexible lending plans, policies 
of liquidity, trends of interest rates, the 
problem of home taxation and its relation 
to the associations, model accounting 
methods, and business development by means 
of newspaper advertising and other media 
will be subjects of discussion from the plat- 
form and at round tables. 


sav- 


—_@— 
Realtors from coast to coast will gather in 
Atlantie City on October 23-25 for what is 
expected to be the largest annual conven- 
tion of the National Association of Real Es- 
tate Boards. “This is the year of years for 
real estate,” declares association head- 
quarters. “By every indication it is the 
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Orange Savings Bank, Orange, N. 


j. 


Charles A. Holmes, architect, New 


York—-formerly of Holmes & Winslow. 


year of ‘the turn.’” Executive committees 
chosen from every specialized branch of the 
business are now busy selecting the men 
from whose present work there is most to 
learn, and are inviting these men to 
convention speakers. 


be 


Arrangements are well advanced for the 
holding of the annual convention of the 
Foreign Trade Council in Houston, Texas, 
on November 18-20, at which 1500 delegates 
from all parts of the country are expected 
to be present. Sessions will be held in the 
Rice Hotel, which has ample facilities for 
the purpose. 


—® 


The twenty-second annual convention of the 
Mortgage Bankers Association of America 


will be held at French Lick, Ind., Octo- 
ber 3-4. Among the speakers will be Silas 
Strawn, Chicago attorney, former president 
of the American Bar Association and of the 
United States Chamber of Commerce who 
will speak on “Problems of Mortgage Bank- 
ers.’ Marriner S. Eccles, Governor of the 
Federal Reserve Board, will 

speaker. 


also be a 


Officials of most of the 98 Morris Plan 
banks in 127 cities are expected to attend 
the 1935 national convention of the Morris 
Plan Bankers Association at Virginia 
Beach, Va., on October 7-9. A registration 
of 400 is expected. The convention will 
mark the Silver Anniversary of the found- 
ing of the first Morris Plan bank in Nor- 
folk, Va., by Arthur J. Morris with the 
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modest capital of $20,000. A full and well- 
rounded program has been arranged. 


The thirteenth regional trust conference of 
the Pacific Coast and Rocky Mountain 
States will be held at Los Angeles October 
31 and November 1 at the Los Angeles- 
Biltmore Hotel, under the auspices of the 
Trust Division of the American Bankers 
Association, in co-operation with the Cali- 
fornia Bankers Association. 


Bankers’ Conventions 


State 


Oct. 24-25—Nebraska Bankers Association, 
Hotel Paxton, Omaha. 

Nov. 21-22—New Jersey Mid-Winter Bank- 
ing and Trust Conference, Alexander 
Hamilton Hotel, Paterson. 

Nov. 22-23—Arizona Bankers Association, 
Phoenix. 

Nov. 22-23—Florida Bankers Association, 
Miami-Biltmore Hotel, Coral Gables. 


General 


Oct. 3-4—Mortgage Bankers Association of 
America, French Lick, Ind. 

Oct. 5-8—Robert Morris Associates, French 
Lick Springs, Ind. 

Oct. 7-9—Morris Plan Bankers Association, 
Cavalier Hotel, Virginia Beach, Va. 

Oct. 23-25—National Association of Real 
Estate Boards, Atlantic City, N. J. 

Oct. 26-30—Investment Bankers Associa- 
tion, White Sulphur Springs, W. Va. 

Oct. 31-Nov. 1—Thirteenth Regional Trust 
Conference of Pacific Coast and Rocky 
Mountain States, Los Angeles. 

Nov. 7-9—National 
Bank Supervisors, 
Atlanta, Ga. 

Nov. 11-14—American Bankers Association, 
Roosevelt Hotel, New Orleans, La. 

Nov. 11-14—<Association of Bank Women, 
Hotel Jung, New Orleans. 

Nov. 13-15—United States Building & Loan 
League, Cincinnati. 

Nov. 18-20—Foreign Trade 
Hotel, Houston, Texas. 


of State 
Grady Hotel, 


Association 
Henry 


Rice 


Council, 
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May 4-6—Kansas-Missouri Bankers Associa- 
tion, joint convention. 

May 7-8—Oklahoma Bankers 
Mayo Hotel, Tulsa. 

May 
tion. 


Association, 


2-13—Mississippi Bankers Associa- 
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May 20-21—South Dakota Bankers Associa- 
tion, Aberdeen. 
May 25-27—Illinois Bankers 

St. Louis, 
June 8 week—American Institute of Bank- 
ing, Seattle. 


Association, 


July 19-20—Montana Bankers Association, 
Mount Glacier Hotel, Glacier Park. 
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BOOK REVIEWS 


MERCHANDISING FOR BANKS, TRUST 
CoMPANIES AND INVESTMENT Housgs, 
By L. Douglas Meredith, New York: 


Bankers Publishing Co. 382 pp. $5. 


TuIs book covers the whole “merchan- 
dising process” and the author believes 
that bank services may be marketed on 
just as scientific a basis as manufactured 
products if bankers will take pains to 
analyze every step in the process which 
advertising, 


includes market analysis, 
selling and publicity. 

Financial institutions offer a wide 
variety of services and these services in- 
terest the consumer for a wide variety 
of reasons demanding many different 
kinds of “appeals.” Between the pro- 
ducer (the bank or investment house) 
and the consumer, there exists a wide 
gap which must be bridged. This means 
devoting careful and intelligent atten- 
tion to the tastes of the consumers and 
to the methods by which the message of 
the offering institution may be conveyed 
to customers and prospects. 

Dr. Meredith has been on the eco- 
nomics faculty of the University of 
Vermont and for the past year has been 
the state’s commissioner of banking. Be- 
fore writing this book he spent three 
years reviewing everything that has ever 
been written on the subject of bank 
advertising, selling or merchandising 
methods. The present volume, there- 
fore, is not only a condensation of his 
own views and experience in this field, 
but it reflects the best thought of many 
other practical authorities. 

For the bank executive who would 
have a greater understanding of the = 
principles involved in the “merchandis- © 
ing” of his institution's service, this book 
should prove an indispensable aid. 





